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FEEEHOLD  DISFEANCHISEMENT. 


A  BOD¥  styling  themselves  the  "Leaseholds  Enfran- 
chisement Association, ' '  have  for  some  time  been  agi- 
tating against  the  ground-rent  system.  In  a  recently 
issued  pamphlet,  they  Loast  that  they  hailed  with 
satisfaction  the  appointment  of  the  Royal  Commis- 
sion to  inquire  into  the  Housing  of  the  Working 
Classes,  being  confident  that  it  would  lead  to  the 
condemnation  of  that  system.  Three  of  their 
members,  including  Messrs.  Broadhurst  and  Jesse 
CoUirgs,  were  appointed  on  the  Boyal  Commiadon, 
and  it  is  not,  therefore,  surprising  to  find  them,  with 
seven  other  members,  mostly  better  known  f<H*  their 
philanthropic  proclivities  than  their  judicial  acumen, 
sigiung  a  supplementary  report  in  harmony  with  the 
wishes  of  the  "  Leaseholds  Enfranchisement  Associ- 
ation." On  the  other  hand,  six  members  of  the 
iioyal  Commission,  not  including  the  Prince  of 
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Wales,  did  not  sign  the  said  supplementary  report, 

and  one  of  tlie  principal  witnesses^  upon  its  appearance, 
wrote  that  bis  views  had  been  misrepresented.  What 
is  the  inference  from  all  this— certainly  not  that  the 
supplementary  or  ^'Majority  Keport,''  as  it  is  called,  is, 
without  question,  to  be  accepted  as  worthy  of  con- 
Udence,  yet  this  is  the  much  vaunted  condemnation 
by  Royal  Commission  of  the  leasehold  system,"  of 
which  we  have  been  hearing  so  much.  In  these 
pages  it  is  proposed  to  examine  cursorily  the  prin- 
cipal allegations  against  the  leasehold  system,  and 
the  legislation  that  is  being  recommended ;  inciden- 
tally to  which,  the  system  will  be  shortly  explained. 

The  Reversion  to  Freeholder; —  a  Mutual  MestoratimJ^ 

London  building  leases  are  generally  for  a  term 
of  80  or  99  years,  at  the  end  of  which  the  property 
reverts  to  the  freeholder.^    In  reference  to  this 

^  In  acme  parts  of  the  country  buildixig  leases  are  usually 
granted  for  longer  terms,  say,  600,  900,  or  999  years,  or  the 
land  is  let  subject  to  a  Perpetual  Rent  Charge.  The  term  is 
sometimes  shorter,  say  60,  40,  or  30  years ;  but  it  may  be 
taken  as  a  umvei^al  law  that  an  advantage  to  the  one  party 
will  be  oompmsated  for  by  some  advantage  to  the  other. 
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reversion  all  kinds  of  erroneous  slatements  are  made. 
For  instance,  in  a  recent  newspaper  correspondence 
<Hie  writer  alludes  to  the  purchase  money  of  th^ 
lease  being  "  lost  to  the  leaseholder  " ;  another  asks, 
"  what  is  the  justice  of  a  system  which  compels  a  man 
who  has  put  a  building  upon  land  to  yield  it  back  to 
the  freeholder  at  the  end  of  the  term  ?  "  and  a  third 
says,  "ground  rents  are  valued,  not  so  much  as  an 
investment  for  ordinary  interest,  as  for  the  oppor- 
tunity erf  legally  appropriating  the  revirard  due  to 
another's  labour/' 

These  statements  are  m«te\j  typical  assertions 

and  insinuations  that  are  being  circulated  in  a  thou* 
sand  forms,  to  the  effect  that  the  leaseholder  is 
deprived  of  his  capital  by  the  freeholder,  of  whioli 

more  anon. 

The  following  evidence,  tendered  to  the  Boyal 
Commission,  is  quoted  from  a  pamphlet  compiled  by 
the  Secretary  of  the  V*  Leaseholds  Enfranchisement 
Association  " : — 

''The  witness  cited  the  case  of  a  company  with  leasehold 

buildings  on  the  Westminster  estate,  whose  rents  not  only 
paid  the.  ground  rent  and  interest  on  the  buildings,  but  also 
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provided  a  wnkiiig  land.  Mr.  JesM  Colling*  thereupon  said : 
Then  these  poor  tenants  are  paying  3  per  cent,  (interest)  in 

rent,  and  creating  a  prospective  capital  for  a  private  company  ? 
{A.)  They  are  assisting  to  reprodnce  capital  which  has  been 
spent  for  their  benefit.  Mr.  Jesse  CoUings,  again  pressing 
the  point,  said,  They  are  paying  the  interest  on  the  money, 
and  they  are  creating  a  capital  for  the  private  company  at 
some  future  day  f   {A.)  Yes." 

Keferring  to  the  examination  of  another  witness 
the  pamphlet  says : — 

"  Mr.  Jesse  Ceilings  clinched  the  matter  "by  this  question 
(asked  of  Miss  Octavia  Hill),  As  fast  as  your  houses  fall  in 
the  ground  landlords  will  take  your  property,  re-seU  it  at  a 
higher  price,  necessitating  higher  rents,  and,  consequently, 
the  whole  operation  resolves  itself  into  increased  value  in  the 
hands  of  the  ground  hindlords  ?  To  this  the  witness  answered, 
Yes.  Witness  was  further  examined  as  to  the  sinking  fond, 
as  follows  :—{Q.)  In  paying  5  per  cent.,  do  you  put  aside  a 
sinking  fund  to  recoup  the  owner  (leaseholder)  at  the  end 
of  the  lease  ?  {A.)  Yes.  (Q.)  Then  it  comes  hack  to  the 
owner  ?  {A.)  Yes.  (Q.)  And  that,  of  course,  is  taken  out 
of  the  rents?  {A.)  Everything  is  taken  out  of  the  rents. 
(Q.)  So  that  the  labours  of  the  labouring  classes  make  a 
sinking  fund  to  secure  the  property  owner  from  ultimate 
loss  ?  {A.)  Yes.  (Q.)  I  am  not  saying  whether  it  is  right 
or  wrong.  I  am  saying,  first  of  all,  that  the  increase  of 
«emt  finds  its  way  to  the  landlord,  as  ground  landlord,  and 
secondly,  that  the  property  owner  is  secured  by  the  proceeds 
of  the  labour  fwon  any  ultimate  loss  by  the  formation  of  the 
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sinking  iimd ;  is  not  that  so  P  (A.)  Yes,  he  gets  6  per  cent, 
and  his  capital  back  again.  (Q.)  And  then  there  is  the 
sinking  fund  to  recoup  the  landlord,  according  to  the  number 
of  years  that  the  lease  has  to  nm?    {A.)  Yes." 

The  "  Leaseholds  Enfranchisement  Association  " 
give  special  prominence  to  this  evidence,  bnt  the 
chief  thing  it  proves  is,  that  all  such  statements  as 
those  quoted  on  page  7  are  absolutely  untrue.  Those 
statements  say,  in  effect,  that  in  the  matter  of  the 
reversion  the  UaseJiolder  is  despoiled  by  the  free- 
holder ;  whereas  a  member  of  the  "  Leaseholds 
Enfranchisement  Association,"  sitting  on  the  Koyal 
Commission,  shows  that  the  leaseholder  gets  his 
money  back.  This  gentleman,  however,  falls  into  a 
different,  though  equally  serious,  error.  He  seems  to 
think  that  the  labourers  are  despoiled  by  the  free- 
holder. These  inconsistent  allegations  might  be  left 
to  nullify  each  other  were  they  always  mentioned 
side  by  side ;  but,  being  used  independently,  they  each 
in  turn  mislead.  It  may  be  well,  therefore,  to  reply 
to  both,  explaiDiDg  first  how  the  respective  positions 
of  freeholder  and  leaseholder  are  brought  about. 

A  ground  rent,  as  generally  understood,  is  the 
rent  agreed  to  be  paid  for  tod  taken  on  lm»  lor 
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building  purposes,  and  when  the  buildings  have  been 
erected  it  usually  ranges  from  one-third  to  one-sixth 
of  the  rental  value  of  the  completed  property,  the 
proportion  being  generally  higher  where  land  is  most 
valuable.  There  is,  however,  no  fixed  ratio ;  it  varies 
according  to  circumstances ;  for  instance,  the  road, 
sewer,  &c.,  may  have  been  made  by  the  owner  of  the 
land,  or  ground  landlord,  or  they  may  have  to  be 
made  at  the  expense  of  the  lessee,  in  which  case  he 
gets  the  land  at  a  lower  ground  rent.  Sometimes  a 
lessee  pays  the  freeholder  to  have  the  ground  rent 
reduced,  i.e.^  he  buys  up  a  part  of  it  j  but  more 
frequently  he  receives  a  money  payment,  or  if  buying 
the  lease  he  gets  a  reduction  in  the  purchase 
money,  upon  agreeing  to  pay  a  higher  ground  rent, 
which  is  technically  called  improving  a  ground  rent. 
In  some  cases  the  ground  rent  is  as  much  as,  or 
more  than,  two-thirds  of  the  Ifental  value,  or  as 
little  as  one-tenth,  ot  one-twentieth,  whilst  it  is 
not  unffequently  merely  nominal. 

It  is  a  common  error  to  suppose  that  all  lease- 
holders at  a  ground  rent  have  «ther  bmlt  themselves 
as  lessees  or  acquired  the  rights  of  a  building  lessee* 
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Many  a  freeholder  creates  a  ground  rent  on  existing 
buildings  that  belong  wholly  to  him,  fixing  it  high  or 
low  by  arrangement,  and  sells  it  to  one  buyer,  and  the 
leasehold,  subject  to  the  said  ground  rent,  to  another 
buyer,  being  often  thus  enabled  to  make  more  of  his 
property — or  he  may  sell  the  ground  rent  and  keep 
the  leasehold,  or  vice  versdL  However  the  lease  may 
be  acquired,  the  principle  is  the  same.  A  considera* 
tion  is  given  for  the  enjoyment  of  a  benefit  for  a 
fijted  period.  That  benefit  is  tl^  right  to  receive  for 
a  definite  term  a  large,  whilst  paying  only  the 
small,  rent  The  consideration  given  is  the  building 
according  to  contract^  or  the  purchasing  of  the 
rights  of  some  one  who  has  so  built,  or  the  paying  to 
the  freeholder  a  premium  for  the  lease.  The  allega- 
tion that  there  is  injustice  in  the  benefit  ceasing  at 
the  termination  of  the  period  agreed  upon  is  puerile, 
if  not  disingenuous.  The  leaseholder^  whether  he 
built  or  bought  (assuming  him  to  possess  ordinary 
intelligence)  will  have  calculated  on  the  lease  run- 
ning out,  and  have  agreed  to  pay  less  ground  rent, 
or  have  paid  less  for  his  lease  accordingly.  He  esti- 
mates that  his  net  income  from  the  property  will^ 
during  the  term,  suffice  to  reimburse  his  capital,  in 
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addition  to  retaruiug  a  satisfactory  interest  on  the 
balance  from  time  to  time  outstanding,  as  illustrated 
by  the  examination  conducted  before  the  Boyal 
Commission.  A  portion  of  the  net  income  received 
by  the  leaseholder  is  capital  returned,*  but  this 
portion  when  the  lease  is  long  is  so  trifling  that 
in  practice  it  is  usually  ignored,  and  the  whole  net 
income  is  called  interest,  though  every  leas^older 
knows  it  is  not  actually  all  interest,  and  those 
keeping  correct  accounts  do  not  show  it  as  sndi. 
When  the  lease  is  short  the  capital  invested  in  it  is 
smaller  in  consequence,  and  a  less  portion  of  the  net 
income  is  represented  by  interest  and  a  larger  portion 
by  capital  returned. 

Such  descriptions  of  the  portion  of  4^pital  that  the 

leaseholder  receives  back  year  by  year  as  were  vir- 


♦  Suppose  £1,000  be  paid  for  a  lease  with  99  years  to  run. 
Calculating  interest  at  5  per  cent,  the  capital  returned  the  first 
year  ^'Ould  be  £0'402  or  8s.  O^d.,  the  second  year  £0-423  or 
8s.  5^.,  the  third  year  £0-444  or  8s.  lO^d.,  and  so  on  increas- 
ing each  year  by  6  per  cent,  or  one-twentieth*  Similarly 
the  first  year  of  an  80  years'  term  the  capital  returned  would 
be  £1  Os.  7d.,  and  of  a  60  years'  term  £2  16s.  6d.— or  rathw 
more  than  4  per  ccoit. 
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tually  forced  upon  the  witnesses  are  misleading; 
for  example,  "  Then  these  poor  tenants  are  paying 
three  per  cent,  (interest)  in  rent,  and  creating  a 
prospective  capital  for  a  private  company,'*  "  assist- 
ing to  reproduce  capital/'  "(treating  a  capital  for 
the  private  company  at  some  future  day,''  "  the 
labours  of  the  labouring  class  make  a  sinking  fund." 

There  is  no  creation  or  reprodVfCtion  of  capital^  or 
making  of  a  sinking  fund  hy  the  tenants.  What 
takes  place  is  that  a  portion  of  the  freeholder's 
interest,  as  described  further  on,  is  retained  by  the 
leaseholder  every  year,  until  by  the  end  of  the  term, 
these  sums  have  given  the  latter  back  the  whole  of 
his  capital.  The  land,  then  returns  into  the  posses- 
sion of  the  freeholder,  together  with  the  buildings 
that  have  been  erected  thereon,  and  which  buildings 
are  received  by  the  freeholder,  as  tiie  equivalent  of 
the  accumulated  interest  that  has  been  kept  back 
from  him. 

It  is^  ilherefore^  the  freeholder  who  provides  the 
sinking  fiend  to  repay  the  leaseholder's  capital,  and 
who  is  himself  repaid  by  the  reversion,  the  whole 
operation  being  one  of  ^'MiUimI  Eestoraiion.^^ 
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It  is  a  palpable  inistdke  to  suppose  that  poor  tenants 
pay  mare  rent  where  premises  are  leasehold.  They  pay 
at  most  only  tke  market  rent,  and  have  nothing  to  do  ^ 
with  any  divided  ownership.  They  only  know  their 
immediate  landlord.  In  taking  a  house,  they  do  not 
enquire  whether  it  is  freeliold  or  leasehold  ;  and  the 
idea  that  they  will  pay,  or  are  compelled  to  pay, 
more  rent  for  the  latter  is  ridiculous. 

We  look  upon  the  net  rent  of  a  freehold  property 

as  the  interest  on  the  capital  invested  therein,  and  if 
the  property  is  not  freehold — that  is,  if  the  ownership 
is  divided,  the  net  rent  still  represents  only  the 
interest  on  the  total  capital  invested  by  the  several 
part  owners*  In  any  case  all  the  parts  only  equal 
the  whole.  For  the  purpose  of  illustration  it  will 
suffice  to  take  a  property  as  belonging  to  two  parties 
only,  freeholder  and  leaseholder. 

The  leaseholder  collects  the  whole  rent,  pays 
rates,  repairs,  insurance,  &c«,  leaving  the  total  net 
rent,  of  which  he  retains  one  part  and  pays  the  other 
to  the  freeholder,  under  the  name  of  ground  rent;  but 
one  point  which.is  often  lost  sight  of  is  that,  although 
the  total  net  rent  and  the  total  interest  are  the 
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mme,  the  portions  of  the  rent  retained  from  year  to 
year  by  the  freeholder  and  leaseholder  respectively, 
are  not  identical  with  the  interest  on  their  respective 
portions  of  capital.  If  this  were  generally  realised 
we  should  hear  little  or  nothing  about  the  leaseholder 
being  robbed  by  the  freeholder,  the  tenant  by  the 
kaseholder,  ke.^  &q. 

It  has  been  shown  that  every  year  the  leaseholder 
gets  a  portion  of  his  capital  back,  that  is  to  say,  of 
the  total  net  rent  he  receives,  which  is  the  same  as 
the  total  interest,  he  retains  more  than  his  share  of 
interest  by  the  amount  of  the  capital  returned, 
commonly  known  as  the  sinking  or  depreciation 
fund,  but  which  may  be  more  correctly  called  the 
^^Restoration  FundJ*^  It  therefore  follows  that  he 
does  not  pay  over  to  the  freeholder  the  full  amount 
of  the  latter's  share  of  interest. 

As  the  portion  of  the  leaseholder's  capital  (or 
principal)  returned  in  any  one  year  reduces  his  prin- 
cipal for  the  following  year,  less  of  the  portion  of 
rent  retained  by  him  in  the  second  year  will  be  repre- 
sented by  interest  and  more  by  capital  returned,  thus 
reducing  by  a  larger  amount  the  principal  for  the 
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tlurd  year.  In  this  way  the  amount  of  capital  re- 
turned goes  on  increasing  year  by  year,  and  the 
interest  appertaining  to  the  capital  outstanding  goes 
on  diminishing  year  by  year,  throughout  the  term. 

With  the  freeholder,  the  converse  is  the  case.  In 
any  one  year  he  receives  less  than  his  proper  mterest 
which  increases  his  capital  in  the  property,  or  principal, 
and  consequently  the  interest  of  the  next  year,  and 
similarly  for  every  year  of  the  term  in  increasing 
amounts,  identical  with  the  instalments  of  capital 
reoeived  back  by  the  leaseholder,  until  the  latter's 
capital  has  been  restored,  and  the  freeholder  comes 
into  the  reversion,  the  arrangement  being,  as  before 
stated,  one  of    Muty0al  JRestonUion.^^ 

It  has  been  stated  that  the  system  of  creating 
ground  rents  upon  building  leases,  with  a  reversion  of 
iho  building  to  the  freeholder,  is  absolutely  unknown 
in  any  country  in  Europe  save  the  United  Kingdom." 
This  is  doubtless  based  on  the  reports  obtained  in 
1884  by  Earl  Granville  from  the  various  capitals  of 
Europe,  and  in  point  of  accuracy  is  on  a  par  with  the 
other  statements  already  noticed.  It  is  contrary  to 
the  facts,  but,  even  if  it  were  true,  what  would  it 
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imply  1  Might  not  the  English  in  this  matter,  as  in 
so  many  others,  be  ahead  of  other  nations  1 

Xtpon  referring  to  the  reports  above  mentioned, 
we  find  that  land  is  let  in  France,  Russia, 
Sweden  and  Turkey,"^  if  not  in  other  countries,  on 
building  leases  with  reversion  to  the  freeholder,  the 
same  as  here ;  and  it  is  specially  mentioned  that  in 
Paris  the  term  is  sometimes  as  short  as  30  years.  In 
Denmark  the  custom  prevails  of  letting  for  lives. 
In  some  other  countries  it  is  the  custom,  if  there  is 
no  agreement  to  the  contrary,  that  the  building  mai/y 
or  musty  be  removed  by  the  lessee — a  very  doubtful 
advantage,  it  not  being  usual  to  carry  one's  house 
about  like  an  article  of  furniture.  Better  by  feur  for 
both,  om  custom,  where  the  freeholder  gets  the 
benefit  of  a  substantial  building,  and  the  lease- 
holder the  benefit  of  a  reduced  rent  in  consequence. 

The  "  Taxation  of  Ground  BefUs.^^ 

It  has  been  proposed  "  to  tax  ground  rents,"  by 
which,  presumably,  the  imposing  of  some  new  tax  is 

*  The  Metropolitan  newspaper  states  that  in  continental 
towns  where  land  is  very  valuable,  as,  for  instance,  Paris, 
^nsael^  Ge]i6Ta,^tiiie  leasehold  system  avails  as  in  Englaad, 
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intended  ;  but  whether  for  Imperial  or  local  purposes, 
or  to  be  applied  to  existing  or  only  to  future  leases, 
is  not  explained. 

The  ease,  however,  with  which  the  injustice  of  im- 
posing any  new  tax,  if  applied  rstwspectively^  can  be 
demonstrated,  and  its  worse-than-uselessness  shown, 
if  applied  to  the  future^  seems  to  require  an  apology 
for  saying  so  much  respecting  it.  That  apology  is  the 
widespread  misconception  which  prevails  on  the  sub- 
ject, as  instanced  by  the  following  facts  : 

Many  candidates  at  the  general  election,  in  Novem- 
ber,  1886,  including  both  political  parties,  expressed 
willingness  to  vote  for    taxing  ground  rents." 

One  of  the  London  vestries  shortly  afterwards 
invited  the  other  vestries  to  join  in  a  united  mono* 
rial  to  the  Government  advocating  the  measure. 

A  motion  was  introduced  into  the  House  of 
Commons  on  March  16th,  1886,  in  favour  of  the 
direct  assessment  on  owners  of  ground  rents,  and 
"  owners  of  increased  values  imparted  to  lands  by 
building  operations  or  other  improvements,"  which 
was  referred  to  the  Select  Committee  on  Town 
Holdinjg&  / 
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At  tlie  annual  meeting  of  the  "  Leajseholds  En- 
franchisement Aflsociation,"  in  1886,  Mr,  Broadhurst, 
on  retiring  from  the  chairmanship  of  the  Association, 
upon  being  appointed  a  Minister  of  the  Crown,  is 
reported  to  have  said,  that  the  taxation  of  ground 
rents  had  always  been  a  part  and  "main  featnre 
which  had  led  up  to  their  present  proposals." 

In  the  £cho  newspaper  of  the  21st  December,- 1885, 
appeared  a  letter  from  a  gentleman  of  Cabinet  rank, 
expressing  the  opinion  that  ground  rents  should  be 
made  contributory  to  local  taxation. 

This  letter  was  the  first  of  a  long  correspondence 
from  various  qnarters  whit^  was  published  in  the 
columns  of  the  £cho  between  December  21st,  1885, 
and  January  13th,  1886,  and  in  which  were  embodied 
several  of  the  views  and  arguments  hereinafter  set 
forth. 

Flresuming  the  proposition  to  tax  ground  rents  arises 

from  an  impression  that  the  present  system  is  unjust, 
it  may  be  asked  towards  whom  is  it  unjust  1  Is  it  to 
the  State  )   To  the  local  rates )    Or  to  the  lessees  1 

How  can  it  be  unjust  to  the  State,  when  ground 
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rents  pay  the  same  income  tax  as  any  other  class  of 

income  ?  *  How  can  it  be  unjust  to  the  local  rates, 
when  property  with  a  ground  rent  on  it  contributes 
the  same  as  similar  property  without  a  ground  rent  1 
The  assessments  for  rates  and  taxes  depend  upon  the 
annual  value,  and  are  liable  to  be  readjusted  every 
five  years  according  to  the  rental  for  the  time  being. 
Of  two  similar  houses,  if  one  pays  a  ground  rent 
and  the  other  not,  they  are  both  assessed  the  same, 
and  consequently  pay  the  same  rates  and  taxes. 
Hence  there  is  no  injustice  to  either  the  Imperial  or 
the  local  revenue,  and  it  cannot  surely  be  contended 
that  one  house  should  pay  more  than  the  other. 

*  ZeateheUerSf  aUo  Freeholders  of  rack  rent,  pay  income  tax 

on  gross  value,  out  of  which  they  have  to  pay  repairs  and 
insurance.  For  instance,  they  pay  on  say,  £50  instead  of 
jB42,  whilst  other  kinds  of  income  pay  only  on  the  net. 
Souse  and  ground-rent  oumers  in  only  rare  cases  get  back  the 
income  tax  to  which  they  are  legally  entitled  if  thwr  income 
is  below  £150.  Many  are  not  aware  of  the  right,  and 
others  are  deterred  by  the  trouble  entailed.  This  might  be 
remedied  by  a  notice  on  income  tax  receipts,  and  by  giving 
greater  facility  for  retoming  the  money.  Why  does  not 
some  one  take  up  these  questions  in  the  interest  of  lease- 
holders ?  Is  it  that  there  is  no  opportunity  for  abusing  some 
other  class  F 
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Is  it,  then,  proposed  to  lay  burdens  on  the  ground 
r^t  for  the  benefit  of  the  lessee  ?  This  would  be  an 
interference  with  private  contract,  for  which  there  is 
no  justification.    When  (seating  a  ground  rent,  the 
lessor  and  lessee  mutually  agree  that  the  lessae  shall 
pay  all  rates  and  taxes  (except  income  tax  on  the 
ground  rent),  and  bear  all  cost  of  roads,  sewers,  &c. ; 
and  of  course,  the  lessor  agrees  to  accept,  and  the 
lessee  agrees  to  pay,  less  ground  rent  in  consequence. 
It  may  be  mentioned  that  during  the  term  of  the 
lease— say,  80  or  99  years— however  much  the  rental 
value  of  the  property  may  increase  as  a  result  of 
constructing  improved  roads,  sewers,  &c.,  and  the 
development  of  a  neighbourhood,  the  lessee  gets  aU 
the  benefit.    There  is  no  increase  in  the  grourd 
rent.    It  would  be,  therefore,  inequitable  to  impose 
on  the  ground  landlord  charges  from  which  he  gets 
no  benefit,  and  which,  moreover,  the  lessee  has 
expressly  agreed  to  pay. 

Provident  Societies,  Insurance  Companies,  and 
Charities  have  milUons  invested  in  ground  rents, 
as.  likewise  have  trustees  acting  under  wills. 
These  bodies  represent  tens  of  thoosandB  of  the 
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most  thrifty,  as  also  of  the  most  helpless,  of  the 
community.  Chronnd  rents  are  specially  suitable 
for  such  investors,  as  for  all  requiring  the  best 
security  with  little  attention.  They,  however,  yield 
a  low  rate  of  interest  compared  with  leasehold 
house  property,  and  the  imposition  of  special  tax- 
ation on  them  would  be  a  grievous  wrong. 

The  injury  caused  by  rating  ground  rents  would  be 
increased  by  the  trouble  and  correspondence  involved 
in  adjusting  accounts,  which  (as  will  be  shown  under 
the  head  "Taxation  and  the  Future,"  page  36)  would 
be  an  especially  serious  matter  in  the  case  of  small 
collections.  This  would  additionally  depress  the 
value  without  benefiting  anyone,  which  would  be 
tantamount  to  destroying  property,  whereas  the  aim 
of  public  men  should  rather  be  to  create. 

It  has  been  asked  whether  it  is  just,  that  one  who 
lives  in  a  leasehold  house  sliould  have  "to  pay  (rates) 
to  the  full  annual  value  of  the  house  and  the 
ground  rent  in  addition."  Certainly  it  is  just  that 
he  should  pay  all  the  rates,  because  he  has  agreed  to 
do  so,  and  by  so  agreeing  abtained  ,the  house  at  a 
reduced  ground  rent. 
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It  has  been  urged  that  ground  rents  should  be 
taxed  because  they  have  lately  risen  in  value,  it 
being  alleged  that  if  ten  years  ago  "A"  bought  a 
grouad  rent  of  ^10  a-year  for  £200,  people  would 
now  give  £240  for  it,  and  consequently  the  income 
"  A "  bou^t  should  be  reduced  by  making  it  pay 
rates.  Ground  rents,  however,  have  not  risen  in 
value  in  this  proportion,  but  a  question  of  degree 
does  not  affect  the  argument.  "  A  "  bought  an  income 
of  £  1 0  a  year,  and  is  he  to  have  that  reduced  because 
a  dearth  of  good  investments  has  driven  the  market 
price  up  1  Would  he  have  been  indemnified  had  the 
price  gone  down,  as  it  may  do  before  he  sells  1 

One  correspondent  ("A  Tenant")  says  he  fof- 
Qierly  occupied  a  house  in  Holborn  on  the  Duke 
of  Bedford's  estate,  who  received  a  ground  rent  of 
£60  per  annum.  "  Tenant  "  paid  the  rates,  about 
£40,  and  also  paid  £130  rent  to  the  mortgagee,  "  the 
unfortunate  builder  and  owner  having,"  he  says,"  been 
ruined  by  previous  tenants  failing,  unable  to  pay  these 
enormous  rates."  He  thinks  a  more  equal  distribu- 
tion of  taxation  would  have  ]^v«nted  th«  rain  of 
so  ina^y  and  have  been  a  small  item  in  the  wealth 
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of  "this  noble  Duke."  He  certainly  expects  too 
much  if  ho  suppoaes  the  public  will  believe  that  it 
w'as  the  "  enormous  rates  "  that  "ruined  so  many," 
when  the  total  was  only  £40  a  year,  whilst  the  pr*. 
portion  on  the  ground  rent  of  JESO,  which  appears  to 
be  the  extent  of  his  grievance,  would  only  have  been 
about  £15  a  year.  Such  reckless  misrepresentations 
carry  their  own  refutation.  One  might  ask,  if  the 
rates  were  ruinously  high,  why  did  "Tenant," 
knowing  he  would  have  to  pay  them,  agree  to  pay 
so  much  rent  as  £130  ?  With  the  £50  ground  rent 
he  had  nothing  to  do ;  that  being  paid  by  his  Iwid- 
lord,  the  mortgagee.  He  evidently  thought  it  would 
answer  his  purpose  to  pay  £130  rent,  and  if  of  the 
rates  paid  direct  by  him,  the  ground  landlord  had 
undertaken  to  pay  a  portion,  say  £15  a  year,  would 
he  not  have  agreed  as  willingly  to  pay  £145  rent,  as 
the  £130  with  full  rates,  the  net  result  beiag  the 
same  % 

To  return  to  the  question.  "  Is  the  present  system 
unjust  to  the  State,  the  local  rates,  or  tibie  lessee  ?  " 
One  correspondent  abandons  the  plea  <^  injustice  to 
the  State,  and  the  local  rates,  bat  appears  to  think 
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tjiere  is  injustice  to  the  lessee.    He  says,  that  as  oc- 
cupier of  his  own  leasehold  house,  he  is  rated  upon  the 
rental  value,  just  as  if  the  house  were  freehold,  which 
is  an  admission  of  the  fact  that  for  taxation 
purposes  the  ground  rent  is  merged  in  the  rack 
rental.    He  supposes  a  case  where  he  buys  a  house 
of  £50  annual  value,  subject  to  £10  ground  rent, 
occupies  it  himself,  pays  all  rates,  and  in  addition 
thereto  the  ground  rent  of  £10,  while  the  owner  of 
the  ground  rent,  he  says,  goes  free  excepting  pro- 
perty tax.    It  may  be  repeated  in  passing  that,  so 
far  as  the  owner  of  the  ground  rent  cam  be  said  to 
go  free  of  rates,  it  is  by  having  agreed  to  let  at  less 
ground  rent  than  he  otherwise  would  in  consideration 
of  such  rates  being  disdiarged  by  the  lessee.  In 
the  case  assumed,  the    writer  puts  himself  in  a 
twofold  position — owner  of  the  leasehold  andocoapier 
or  tenant.     As  tenant  he  pays  the  rates,  but  has 
nothing  to  do  with  the  ground  rent.    As  owner  he 
receives  from  himself  as  tenant  £50,  on  which  he, 
as  owner,  pays  no  rates,  and  yet  he  wants  to  make 
the  ground  landlord  pay  rates  on  the  £10  (portion 
of  the  £50)  which  he  has  to  pay  over  to  him.  When 
purchasing  the  leasehold,  the  ground  rent  and  all 
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other  liabilities  are  discounted  in  the  prioe.  For 

instance,  in  round  figures,  the  £50  per  annum 
freehold  is  worth  £750 ;  he  buys  the  £40  leasehold  for 
JB600,  getting,  after  allowing  for  repairs,  <fca,  about 
6 1  per  cent,  clear.  The  ground  rent  is  worth  about 
^250,  returning  only  4  per  cent,  clear.  How  can  he 
justify  the  shifting  on  to  the  ground  rent  of  liabilities 
which  he  is  comparatiyely  so  well  remnnei^ted  for 
assuming,  and  has  by  hand  and  deed  *'  in  the 
conveyance  agreed  to  bear  ? 

Another  correspondent  claiming  to  write  in  the 
interest  of  "justice,  but  not  law,"  tries  to  justify 
the  taxation  of  ground  rents,  on  the  plea  that  he  is 
opposed  to  the  State  interfering  in  private  bargains, 
which  he  alleges  it  does  in  a  one-sided  way  by 
recognising  the  fixity  of  the  ground  rent,  whilst 
the  leaseholder  "  must  submit  to  have  his  property 
re-assessed  every  five  years." 

To  this  the  reply  is  that  the  ground  rent  was  fixed 
in  the  lease  independently  of  the  State,  whereas  there 
was  no  fixed  condition  expressed  or  implied  that  the 
assessment  should  remain  unaltered.  Such  a  con- 
dition would  be  absurd,  as  the  parties  oould  not 
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♦ 

oontrol  the  assessment    The  leaseholder  on  taking 

the  lease  knew  this  and  that  he  was  taking  the  risk 
of  the  assessment  rising  or  falling.  It  would  have 
been  as  reasonable  to  fix  conditions  against  his  raising 
the  rent  should  the  property  improve,  or  reducing  it 
should  the  property  depredate.  At  the  periodical 
re-assessments,  if  the  property  has  decreased  in  rental 
value  the  assessment  is  reduced,  and  vice  vergd. 
Hence  the  lessee  who  has  his  assessment  raised  is 
fortunate,  as  it  results  from  an  increase  in  the  rental 
value.  As  an  example  of  "justice,  but  not  law," 
could  such  lessee  be  induced  to  share  the  said  increase 
Vith  the  ground-rent  owner  1 

More  than  one  writer  recurs  to  the  obvious  fact 
that  as  D,  the  occupying  tenant,  pays  full  rates, 
it  would  be  ridiculous  to  tax  A,  B,  C,  <fec.  {i.e.,  the 
freeholder,  lessee,  sub-lessee,  &c.),  except  for  D's 
benefit.  But  as  D  would  thus  escape  payment  at 
the  expense  of  and  in  defiance  of  agreement  with  his 
immediate  landlord,  0,  the  latter  would  justly  raise 
the  rent  at  the  end  of  the  current  agreement,  when 
X>  would  be  able  to  pay  the  increased  rent  with  only 
a  portion  (d  the  rates  as  well  as  he  now  pays  the 
present  rent.     C,  B,  and  A,  would,  however,  be 
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robbed  by  authoiiiy  of  the  State  for  the  remainder 

of  the  agreement  or  lease  each  had  respectively 
granted.  Verily  this  would  be  a  strange  recognition 
to  those  landlords  who  have  granted  long  leases^  whkk 
is  generally  supposed  to  be  in  the  interest  of  tenants. 

The  Metropolitan  Board  of  Works  and  the  City 
Authorities,  bodies  repres^ting  the  public,  either 
hold  or  sell  large  amounts  of  ground  rents.  These 
ground  rents  are,  of  course,  lower  than  they  would 
be  did  not  the  lessees  covenalit  to  pay  all  rates,  and 
in  most,  if  not  in  all  cases,  the  lessees  have  had  the 
option  of  purchasing  the  ground  rents.  In  respect 
of  the  ground  rents  still  held  by  these  bodies,  are  the 
public  through  them  to  be  robbed  by  retrospective 
taxation  for  the  benefit  of  a  class — the  lessees  1 — iot 
anything  else  than  robbery  it  cannot  be.  Further, 
in  respect  of  the  ground  rents  sold,  are  the  buyers  to 
be  robbed  in  like  mamier  after  paying  to  the  public, 
through  the  said  representative  bodies,  higher  prices 
in  consequence  of  stipulated  immunity  from  rates  1 

£>o  the  advocates  of  taxing  ground  rents see  the 
drift  of  their  proposal]  Is  it  not  to  make  tenants 
and  lessees  dishonest  by  Act  of  Parliament,  under 
the  cloak  of  an  alleged  injustice  in  the  present 
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system  which  has  no  foundation  except  in  the 
imagination  of  the  said  advocates  ? 

Some  occupying  tenants  have  written  complaining 
of  high  rents  and  taxes,  in  which  we  can  all 
sympathise — ^but  this  is  a  matter  to  be  settled  with 
their  landlords.  If  the  tenants  can  get  their 
rents  reduced  it  will  be  followed  by  lower  taxes, 
but  a  tenant  only  pays  his  present  rent  because 
the  house  is  worth  it,  and  others  would  pay  it, 
in  spite  of  the  rates,  if  he  would  not.  We  cannot 
alter  the  law  of  supply  and  demand  by  legislation, 
and  the  sooner  this  principle  is  recognised  Uie  better 
it  will  be  for  all.  The  lease  of  a  shop,  held  at  less 
than  the  current  market  rent,  will  command  a 
premium  (irrespective  of  business  goodwill),  and  a 
workman's  cottage  or  tenement  held  weekly  below 
the  market  value  will,  in  like  manner,  oommand  a 
premium  known  as  '^key  money."  ^ 

One  writer  compkins  of  certain 

Sewars, 

specified  rates.    Some  years  since  he  improvement, 
leased  land  at        and  built  on  it.  and 
Sewage  works,  town  improvements    ^^^^^^  Board 
and  school  board  have  increased  his 
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rates  hy  Is.  9d.  in  the  of  which  he  thinks  his 
landlord  should  pay  a  portion.  He  (the  lessee),  how- 
ever, is  doubtless  repaid  many  times  over  for  his  extra 
rates  by  the  advantages  and  increased  value  resulting 
from  the  outlay.  He  agreed,  1)6  it  remembered,  to 
pay  all  rates  present  or  future,  which  covers  the 
sewerSj  improvement,  and  school  board  rates,  of  which 
he  complains.  Even  if  these  specific  rates  were  not 
contemplated  when  the  lease  was  taken  there  is  no 
hardship,  unless  the  capital  outlay  be  repaid  with 
undue  rapidity,  as  new  local  rates  are  not  imposed 
without  expecting  a  return  for  the  money  in  the 
shape  of  some  local  benefit.  The  lessee  gets  that 
benefit,  whilst  he  and  other  ratepayers  elect  the 
auth(Hities  having  control  of  the  improvements  and 
consequent  rating.  It  is  good  policy  that  those  who 
elect  the  spending  authorities  should  feel  that  they 
have  the  burden  of  finding  the  money,  and  are  them- 
selves interested  in  seeing  that  good  value  is  obtained 
for  its  outlay. 

If  it  be  contended  that  the  State  ought  to  go 
behind  the  covenants  of  a  lease  to  enquire  whether 
the  lessee,  when  taking  the  lease,  omitted  to  provide 
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in  his  calculations  for  any  class  of  rates  subsequently 
introduced,  ought  not  the  State,  per  contra,  to  take 
into  account  the  benefits  he  has  enjoyed  from  the 
expenditure  of  those  rates  ]  Assuming  this  expendi- 
ture to  have  been  judicious,  the  benefit  will  have 
outweighed  the  cost,  and,  as  a  matter  of  fact, 
anticipated  improvements  are  usually  looked  upon, 
in  spite  of  the  rates  they  foreshadow,  as  increasing 
the  prospective  value.  The  infei-ence  therefore  is, 
that  if  the  whoU  eircumstanees  eould  have  been  foreseen 
by  both  parties  to  the  lease,  a  higher  ground  rent  would 
have  been  agreed  upon.  Consequently  if  either  party 
has  reason  to  complain,  it  is  the  freeholder ;  because, 
not  expecting  the'  improvements,  he  did  not  fully 
gauge  what  we  may  call  the  "latent  value  "  of  his 
property  before  letting  it  on  lease. 

If  the  rates  resulting  from  sewers,  improvements, 

&c.,  be  examined  in  detail,  they  will  be  found 
composed  of  (i.)  Instalments  of  Loans  repaid, 
(ii.)  Interest  on  the  balance  of  Loans  outstanding, 
and  sometimes  of  (iii.)  current  working  expenses, 
including  wear  and  tear.  No  one  can  seriously  think 
that  lessors  should  contribute  toward  (ii.)  and  (iii.). 
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but  the  question  at  repaying  loans  is  deserving  of 
consideration.  * 

Any  exceptionally  large  outlay  for  improvements 
or  a  main  drainage  system  is  usually  defrayed  out  of 
loans  repayable  by  instalments,  extending  over  a  long 
series  of  years.  Besides  conducing  to  regularity  in 
the  rates,  this  justly  throws  only  a  small  portion  of 
the  cost  of  presumably  permanent  works  upon 
occupiers  or  leaseholders  having  only  short  terms. 
The  normal  position  at  any  given  date,  say  when  a 
lease  is  taken,  is,  that  the  current  rates  are  contri- 
buting  toward  the  repayment  of  money  borrowed  in 
the  past.  Aceording.  as  this  money  is  paid  off,  if 
further  money  is  not  borrowed,  and  other  things  re- 
main the  same,  the  rates  will  decrease.  In  practice, 
however,  the  parties  to  a  lease  do  not  calculate  upon 
a  decrease,  but,  by  a  sort  of  rule  of  thumb,  they  base 
their  calculations  upon  the  rates  at  the  -time  being. 
According  as  the  contributions  to  the  repayment  of 
such  loans  decrease  or  increase,  the  lessee  pays  less 
or  more  than  he  calculated  upon.  But  it  has  just 
been  shown  that,  even  when  he  pays  more,  he  is 
generaUy  the  gainer,  and  the  lessor  the  loser,  by  the 
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whole  circumstances  not  having   been  foreseen. 
Were  the  repayment  of  a  loan,  which  had  been 
obtained  for  any  permanent  improvement,  effected 
within  an  exceptionally  short  period,  injustice  might 
be  caused  to  present  lessees  and  occupiers,  but  as 
these  bodies  control  the  authorities,  probably  any 
caution  against  unduly  rapid  repayment  would  be 
superfluous.     In    the  event,   however,   of  such 
injustice  being  alleged,  and  a  moral  claim  ai  ising  on 
the  landlord  for  compensation,  several  interesting 
questions  would    have  to  be  considered,  such,  as 
depreciation,  wear  and  tear,  the  expediency  and 
economy  of  the  outlay,  and  whether  the  works  had 
become  obsolete.    Imagine  for  instance,  our  present 
drainage  system  being  superseded  by  some  other ; 
landlords,  upon  the  leases  expiring,  would  have  to  |iay 
off  debts  contracted  by  their  tenants,  from  which  ' 
they  might  get  no  benefit. 

Oaiisis  not  the  place  to  fully  consider  tiiese 
questions,  though  a  passing  reference  seems  necessary 
as  a  protest  against  the  one-sided  views  generally 
enunciated.  Every  contract  carries  certain  risks,  as 
well  as  certain  probable  gains.  If  the  lessee  is  to 
^  OUi  a  bad  baigain,  the  lessor 


should,  in  all  fairness,  be  treated  with  the  same 
consideration,  when  he  makes  a  bad  bargain.  It  is 
however  impossible  for  the  State,  in  the  vain  hope 
of  attaining  absolute  perfection,  to  level  up  all  the 
losses,  or  level  down  all  the  gains.  Were  this 
possible  for  leases,  why  not  for  all  other  kinds  of 
contracts?  The  logical  sequel  would  be  that  no 
contracts  whaiever  would  be  entered  into,  because 
none  would  be  binding,  and  complete  stagnation 
would  result. 

Kecurring  to  the  question  of  leases  granted  before 
sa^rers  rates  were  known,  it  is  notorious  that  the 
Drdinage  question  with  its  cesspools,  night  carts  and 
other  abominations  existed,  and  a  lease  was  taken 
with  the  full  knowledge  of,  and  subject  to  the  in- 
convenience, annoyance  and  expense  of  dealing  with 
it,  in  one  form  or  another.  Would  holders  of 
old  leases  like  to  revert  to  the  old  system,  if  it 
were  possible  to  do  so,  in  order  to  escai>e  sewers 
rates  ? 

Sewers  were  substituted  for  cesspools  by  con- 
currence of  the  ratepayers,  that  is,  by  those  who  had 
previously  been  free  from  sewers  rates.   They  counted 
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the  cost  and  thought  the  chaftge  to  their  advantage, 

and  no  doubt  they  were  right,  but  even  if  they  erred 
in  judgment  they  cannot  consistently  desire  to  throw 
that  cost  upon  the  ground  landlords. 

As  regards  ImprowmeiUs^  these  are  usually  neces- 
sitated by  increase  in  .population  bringing  increase  in 
value,  or  they  become  practicable  only,  through  in- 
creased population  enabling  the  cost  to  be  divided 
amongst  a  greater  number.  In  either  case  the 
present  benefit  is  enjoyed  by  the  lessee — ^not  the 
freeholder.  It  is  only  when  the  lease  expires,  and 
the  freeholder  comes  into  possession  and  pays  the 
increased  rates,  that  he  reaps  any  benefit  from  these 
improvements. 

Vast  as  have  been  the  improvements  in  London 
during  the  last  20  years,  the  Metropolitan  Board  oi 
Works  rate  was  less,  being  6-89d.,for  1886,  than  it  was 
in  1867,  when  it  was  G-99d.  May  we  not  hope  that 
with  care  this  rate  will  tend  to  diminish  in  future  ? 

As  to  the  School  Board  Bate,  it  is  essentially 
an  occupiers'  rate,  being  spent  on  behalf  of 
occupiers  in  a  district.  Moreover,  as  large  subsidies 
are  p»id  by  the  State,  the  occupiers,  as  a  body 
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of  occupiers,  have  certainly  no   reason    to  com- 
plain,  because   they    reoeiye    more    i^an  they 
pay  for.    That  those  who  have  no  children  and 
those  who  send  their  children  to  private  schools, 
complain  of  having  to  pay  in  part  for  the  education 
of  other  people's  children  is  only  natural,  but  that 
is  a  matter  between  the  occupiers  themselves,  not 
between  occupiers,  and  landlords.    If  the  occupiers 
of  a  district  choose  to  have  a  board  school  and  f i-ee 
education,  they  as  a  body  must  expect  higher  rates. 
Some  of   them  will  gain  and  others  lose  by  the 
arrangement ;  but  they  have  no  right  to  expect  the 
landlords,  merely  in  the  capacity  of  landlords,  who 
in  letting  never  guaranteed  free  education,  to  pay 
the  cost,  although  as  a  matter  of  fact,  the  latter,  in 
common  with  the  public  generally,  do  contribute  to 
the  subsidies  paid  by  the  State.    Moreover,  a  land- 
lord, in  the  district  in  which  he  resides,  contributes 
as  an  occapier  directly  towards  the  schobr  boArd 
rates  of  that  district.  .  .    .  .  w, .        -  i.:}. 

'  So  far  with  regard  to  retrospective 
'^M^ihe       legislation,  but  it  may  be  asked: — 
Future.       **  Would  it  not,  as  a  matter  of  public 
policy,  be  well  to  enact  that  in  fatnre 
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all  lessors  shall  pay  local  rates  proportionately  to  their 
net  receipts,  even  though  the  lessees  may  be  willing 
to  undertake  the  liability  if  compensated  by  paying 
a  lower  rent  'i "    Any  idea  of  the  authorities  collect- 
ing direct  from  the  ground  landlords,  which  would 
entail  direct  assessments  upon-  intermediate  lessees, 
as  well  as  upon  the  freeholder,  may  be  dismissed  as 
costly,  if  not  impracticable,  and  it  may  be  assumed  that 
the  said  rates  would  be  collected  as  the  Income  tax 
is  at  present.     Unquestionably    even   the  latter 
system  would,  by  increasing  the  trouble  or  cost  of 
management,  diminish  the  value  of  the  property  as  a 
whole,  from  which  some,  if  not  al  1,  and  doubtless  all,  the 
parties  would  suffer.  The  Income  tax  on  ground  rents 
increases,  probably  sometimes  doubles,  the  trouble  of 
collection ;  but  this  trouble  is  trifling  compared  with 
what  would  b*e  caused  by  a  similar  system  for  local 
rates.    The  rate  of  Income  tax  in  the  pound  is  the 
same  for  the  whole  year ;  it  is  also  the  same  for  every 
parish ;  and  it  seldom  consists  of  a  mixed  number 
a  whole  number  and  a  fraction).    The  rate  per  pouml 
is  therefore   known  to  all  parties,   without  the 
production  of  receipts  or  other  evidence,  and  it  is 
quickly  calculated    The  local  rates,  however,  vaiy 
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not  only  within  the  year,  as  an  example.  Is.  2  jd., 
Is.  2fd.,  Is.  3|d.,  Is.  3Jd.,  for  the  four  quarters 
respectively ;  but  they  vary  with  each  parish,  and 
they  are  often  represented  by  mixed  numbers. 
Eyidenoe  of  the  rates  per  pound  must  therefore  be 
produced  for  each  deduction  on  rent  paid  between 
the  parties  (say,  between  the  tenant,  perhaps  one  or 
miore  underlessees,  the  lessee  and  the  freeholder). 
In  addition,  most  payments  would  necessitate  a 
fractional  calculation ;  for  example,  £2  10s.,  £S  15s., 
£5y  and  the  like  at  Is.  2|d.  in  the  pound ;  simple 
enough,  no  doubt,  for  everyone,  but  all  taking  time. 
Parties  would  be  deterred  by  an  objection  to  niggling 
details  from  making  arrangements  for  sub-dividing 
their  interests,  which  would  otherwise  be  mutually 
advantageous,  capital  would  be  diverted  from  the 
creation  of  property,  and  the  employment  of  labour 
thereby  checked — and  all  for  what  1 

Consequent  upon  the  invitation  before  referred  to 

the  question  of  taxing  ground  rents  was  considered 
by  the  Vestries  of  London,  whom  the  present  writer 
addressed  in  condemnation  of  the  suggestion.    It  is 

satisfactory  to  record  that  the  majority  decided 


against  supporting  the  proposal,  and  the  more  the 
subject  is  examined  the  more  is  this  view  certain  to 
be  strengthened. 

It  is  abundantly  clear  that  for  tiie  purpose  of 
botli  Imperial  and  local  taxation,  the  ground  rent 
is  merged  in,  and  forms  part  of  the  rack  rent,  and 
already  bears  its  full  quota  of  taxation.  "The 
rating  of  ground  rents  is  a  specious  fallacy.  At 
first  blush,  a  new  source  of  taxation  is  opened  up, 
which  disappears  on  investigation." 

The  "Taxation  of  Ground  Rents  "  being,  according 
to  their  late  chairman,  a  main  feature  of  the  proposals 
of  the  Leaseholds  Enfranchisement  Association,  an 
opinion  can  now  be  formed,  as  to  the  probable  ex- 
pediency of  legislation  based  on  such  a  foundation, 

"  Unearned  Increment,'' 

The  advocates  of  «  Taxing  Ground  Bents  "  goneially 
mix  the  snbject  up  with  what  they  call  «  Unearned 
Increment,"  which  appears  to  be  a  very  pemidous 
product  when  derived  from  land,  though  perfectly  whole- 
some if  emanating  from  anything  else.  For  example, 
a  stack  of  pig-iron,  or  a  bale  of  cotton,  may  «  change 
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hands  "  half-a-dozen  times  before  being  converted  into 
a  manufactured  article.  Some  of  the  buyers  may  gain, 
others  lose,  but  upon  the  whole  we  will  assume  there  is 
a  considerable  balance  of  profit,  though,  perhaps  the 
l>resent  owner  has  made  little  or  none  of  that  profit, 
or  may  even  have  sustained  a  loss,  according  as  the 
price  he  gave  compares  with  the  present  value.  The 
result  to  each  individual  is  termed  simply  a  profit  or 
a  lvs6^  as  the  case  may  be,  and  arises  from  fluctuation 
in  market  value,  consequent  upon  various  circum- 
stances over  which  the  owner  for  the  time  being  has 
no  more  control  than  has  the  owner  of  land  over 
circumstances  affecting  its  value.  The  operator's 
success  depends  upon  his  correctly  forecasting  the 
course  of  the  market,  and  the  State  does  not  interfere 
whether  he  makes  a  profit  or  a  loss. 

In  the  case,  however,  of  a  piece  of  land,  if  the 
market  value  rise  between  one  date  and  another,  the 
profit  is  dabbed  "  Unearned  Inerema^y-  the  mcMral 
right  to  which  is  questioned  because  it  is  alleged  the' 
owner  has  done  nothing  for  it,  and  may  even  have 
been  adleep  whilst  the  land  was  growing  in  value. . 
Where  the  land  has  changed  hands  frequently  there 
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•^rtll  have  been  a  series  of  gains  and  losses,  as  in 
the  case  of  the  iron  or  cotton,  and  the  present  owner 
may  not  have  made  any  profit,  yet  the  appropriation 
by  the  State  of  any  portion  of  the  balance  of  profit, 
would  fall  entirely  upon  him. 

Illustrations  are  often  m%de  where  land  has 
belonged  for  a  long  period  to  the  same  owxust  or 
the  same  family.  But,  however  great  the  incroaae 
or  decrease  in  value,  it  is  simply  the  sum  of  all 
the  intermediate  rises  and  falls  in  value,  whidh  corres- 
pond to  the  gains  and  losses  on  the  cotton  or  iron 
The  principle  is  the  same,  whether  the  period  be 
long  or  short,  the  transfers  numerous  or  none  at 
all;  whether  one  person  has  borne  a  continuous 
risk  of  loss  or  chance  of  gain  for  a  long  period,  or 
a  number  of  persons  each  for  a  short  period. 

Upon  the  platfom     unearned  increment"  is 

threatened  retrospectmli/y  hut  this  was  not  intended 
by  Mr.  Stuart  Mill,  with  whom,  if  we  piistake  not, 
the  phrase  originated.  However  mistaken  he  may 
have  been  he  was  evidently  actuated  by  a  spirit  of 
fairness.  He  thought  the  figure  \'  unearned  incremw  " 
ift  tlje^vftlue  of  hu<X  should^  accrue  to  the  State.  ^To 
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effect  this,  he  proposed  that  the  whole  of  the  land 
in  the  country  should  be  valued,  in  which  valuation 
he  would  include  any  then  existing  probability  of 
future  increase,  of  which  the  owners  at  the 
time  of  valuation  should  not  be  deprived  without 
compensation.  Any  increase  beyond  that  valuation 
not  due  to  the  owner's  improvements,  to  be  appro- 
priated by  the  State  by  means  of  Special  Taxation, 
but  the  owners  at  the  time  of  the  valuation  or  at  any 
time  after,  were  to  have  the  right  of  parting  with 
their  land  to  the  State  at  the  valuation  price,  by 
which  they  would  not  only  get  back  whatever  they  had 
paid  for  the  prospect  of  future  increase,  but  would 
obtain  the  full  price  for  which  they  could  have  sold 
that  future  prospect  at  the  time  when  the  new  system 
was  introduced. 

It  is  not  Nvitliin  the  scope  of  these  pages  to  consider 
theeffisctsand  working  of  such  a  measure.  Mill's 
theory,  however,  was  palpably  based  upon  insufficient 
ihita.  He  stated  that  "  the  income  from  rural  lands 
has  a  constant  tendency  to  increase,  that  from  buildmg 
lands  still  more,  and  with  this  income  from  their 
lands  the  owners  of  the  land  have  nothing  to  do  except 
to  receive  it."   He  said  "  the  increasing  value  of  the 
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land  is  indiscriminate,"  and  again  railway  shares 
fall  in  price  as  frequently  as  they  rise,  which,  is 
far  fi-om  being  the  case  with  land."  In  the  light  of 
recent  history,  these  generalisations  are  shown  to  have 
been  illusory,  and  the  fabric  built  upon  them  cmmbles 
to  the  ground. 

Mill  admitted  that  if  under  his  system  any  land 
should  decrease  in  value,  the  owner  should  be  compen- 
sated. It  might  therefore  have  been  a  fortunate  tiling 
for  many  landowners  had  that  system  been  adopted  a 
few  years  ago  ;  but,  as  it  wis  not,  it  seems  probable 
that  Mill  would  have  condemned  the  tampering  with 
any  present  instances  of  past  increase  in  value  which 
has  been  tersely  described  as  **  the  reward  of  risk.  " 

» 

Freedom  of  Contract  in  ^eoHng  Leme* 

The  secretary  of  a  kindred  society  to  the  Leaseholds 
Enfranchisement  ABSociatiou,  assumes  that  the  free* 
holder  (A)  can  live  without  making  a  contract  with 
the  lessee  (B),  but  says  B  must  make  contract 
with  A— or  die.    Where,  he  asks^  is  B's  freedom  % 

This  is  an  extreme,  if  not  impossible  case.  Is  not 

B  free  to  take  land  elsewhere,  to  follow  some  other 


business,  to  turn  servant  instead  of  master,  to 
emigrate  or  adopt  some  one  of  a  dozen  other 
courses  as  many  other  persons  are  compelled  to  do, 
when  business  falls  off  or  employment  fails,  and 
which  they  look  upon  as  preferable  to  dying,  or  even 
to  appealing  to  the  legislature  to  give  them  other 
people's  property  on  their  own  terms.  This  gentle- 
man's argument  would  be  capable  of  very  wide 
application.  It  might,  for  instance,  with  equal  if 
not  greater  justice  be  used  by  any  employ©  towards 
his  employer  when  fchey  could  not  agree  as  to  salary, 
A\  ages,  hours,  «fec.  And  is  A  to  have  no  Uberty? 
It  is  begging  the  question  to  say  that  A  can  live 
without  letting  his  land  to  B.  He  must  under 
ordinary  circumstances  let  it  to  someone,  and  has 
every  right,  moral  and  legal,  to  make  the  best  bargain 
he  can— be  it  with  B  or  C  or  anyone  else. 

At  present,  in  several  suburban  districts,  the  north 
of  London  especially,  the  land  market  is  over 
supplied,  and  many  who  have  purchased  with  a  view 
to  building  or  letting  at  ground  rents,  are  sustaining 
heavy  loss.  For  immediate  building  many  cannot 
let  at  any  rent  whatever. 
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Overbuilding  and  Overcrowding. 

With  reference  to  overbuilding  a  correspondent 
says: — "  Handsome  shops  stand  empty  by  hundreds 
and  private  houses  by  thousands,  evidencing  ruin  to 
many  persons  and  benefiting  no  one  but  the  ground 
landlord,"  whom  he  charges  "with  luring  parties -on 
to  build  when  there  is  no  demand  for  houses. " 

Against  this  charge  of  overbuilding  may  be  set 
the  Boyal  Commission's  Majority  Export,  that  the 
leasehold  system  promotes  overcrowding.  Can  the 
same  system  be  responsible  for  diametrically  opposite 
eff^ct^^  '2  The  truth  appears  to  be  that  it.  is  to  blame 
for  neither. 

Far  from  conducing  to  overcrowding,  the  lease- 
hold system  promotes  building,  both  in  the  suburbs 
and  in  central  London.  Li  the  latter,  when  an 
estate  of  old,  small  houses  reverts  to  the  freeholder, 
it  enables  a  systematic  scheme  of  rebuilding  to  be 
carried  out  for  comfortably  housing  more  people  on 
the  same  site.  It  also  enables  builders  and  others 
with  comparatively  limited  means,  or  whose  capita^ 
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may  be  locked  up,  to  build  on  valuable  sites  which 
they  could  not  convenientlj  purchase. 

As  regards  the  charge  of  overbuilding,  even  if  it 
has  more  than  a  semblance  of  truth,  which  is 
doubtful,  it  is  malignantly  exaggerated. 

Builders  are  not  so  easily  lured  as  represented,  but 
are  quite  as  shrewd  as  a  class,  as  the  ground  land- 
lords, yet,  like  every  other  trade,  they  may  sometimes 
err  in  overstocking  the  market ;  but  even  so,  the 
ground  landlord  soften  find  the  bulk  of  the  money 
and  are  the  gi-eatest  sufferers,  whilst  tenants,  the 
very  class  in  whose  supposed  interest  the  charge 
is  made,  are  positively  gainers  by  the  conse- 
quent reduction  of  rents,  which  is  abundantly 
illustrated  at  the  present  time  in  many  parts  of 
London. 

The  remedy  suggested  for  overbuilding  by  this 
writer,  viz.,  the  partial  rating  of  empty  houses,  would 
no  doubt  take  eflPect,  but  for  whose  benefit  ?  Not  the 
poor  "lured  "  builder's  before  referred  to,  as  in  his 
case  it  would  be  tantamount  to  "  kicking  a  man  when 
down"  with  a  vengeance.  For  him  or  any  other 
owner  of  empty  houses,  struggling  to  keep  head  above 


water,  it  would  be  another  push  under.  A  man  of 
limited  means  would  have  to  beware  of  house  pro- 
perty, whilst  amongst  well-to-do  owners  things  would 
in  time  lind  their  level.  They  would  have  no  more 
rates  to  pay  as  a  whole.  They  would  ha-ve  less  to 
pay  when  receiving  rent,  and  more  to  pay  when 
getting  no  rent,  which  would  certainly  check  build- 
ing and  tend  to  raise  rents  to  the  disadvantage  of  the 
large  numbers  engaged  in  the  building  trades  who 
want  work,  and  our  increasiBg  population  who  want 
houses.  It  might  be  economical  to  pull  down  houses 
in  an  over-built  neighbourhood  rather  than  pay 
rates  pending  arrival  of  better  times.  Were  it  not 
that  the  foresight  of  the  much-abused  land  and  build- 
ing speculators  tends  to  equalise  matters,  we  should 
at  one  time  have  enhanced  distress  amongst  our 
workmen,  and  at  another  time,  in  a  wave  of  pros- 
perity, rents  would  rise  enormously  because  houses 
could  not  be  erected  fast  enough. 

One  moral  from  the  overcrowding  on  the  one  hand 

and  the  alleged  overbuilding  on  the  other  is,  that 
we  should  give  free  scope  to  private  enterprise  which 

is  the  best  means  of  meeting  any  demand,  and 
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pr(»iiote  the  extension  of  cheap  commimioation  with 

the  suburbs.-'' 

It  may  be  here  remarked  that  all  eleemosynary 
schemes  do  more  harm  than  good,  and  have  a 
tendency  to  disconrage  private  enterprise,  and  to 
pauperise  the  poor.  (See  Report  of  Boyal  Com- 
mission, page  66.) 

A  more  summary  way  of  dealing  with  bad  tenants 
would  bring  more  capitai  into  house  property,  and 
reduce  rents.    A  bad  .itenant  can  cause  so  much 

*^  The  House  Duty  should  be  abolished  on  the  first  oppor- 
tunity,  which  will,  it  y^to  be  hoped,  arise  shortly  wlien  a  large 
amount  of  Annuities  will  fall  in.     This  duty  is  full  of 
auomaUes  «nd  checks  the  sup^y  of  houses.    It  is  similftr 
in  character  and  effect  to  the  old  window  tax.    Its  repeal 
would  increase  dwelling  acconimodution  in  congested  centres 
by  enabling  premises  to  be  more  frequently  used  partly  for 
business  and  partly  for  residential  purposes.    At  present, 
resid^oe  in  the  smaUest  part  of  a  house  renders  the  whole 
house,  however  large,  liable  for  house-duty,  and  as  a  conse- 
quence  a  great  deal  of  accommodation  is  unutilised,  especially 
in  and  around  the  City.    This  duty,  moreover,  falls  mostly 
upon  those  who  get  no  direct  benefit  from  the  School  Board 
rates  which  they  have  to  pay,  and  consequently  its  abolition 
would  tend  greatly  to  compensate  for  the  unfair  incidence  of 
those  rates. 
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annoyance  and  loss  that  many  will  not  touch  house 
property,  and  a  larger  gross  rent  has  to  be  calculated 
for,  to  cover  contingencies,  the  respectable  working 
man  thus  suffering  for  the  delinquencies  of  others. 
He  is  often  prejudiced  in  another  way.  As 
working  men  cannot  all  get  small  houses  they 
often  take  larger  houses  than  they  require  and  let 
off.  Not  unf requently  they  first  get  into  difficulties 
through  some  lodger,  who  could  pay  if  he  liked,  but 
will  neither  do  so  nor  go.  The  occupier  knows  of 
no  simple  and  quick  way  of  getting  rid  of  him  (unless 
by  paying  him  out),  and  being  a  hard  working  man  is 
probably  not  so  well  versed  in  law  as  the  lodger. 


Ground  Rents  and  Thrift. 

One  writer,   the  secretary  of  another  kindi«d 

society,   says: — "English  ground   rents  are  the 

■ 

safest  kind  of  property  in  the  world,  and  when 
property  is  made  so  exceptionally  valuable  and 
secure  we  may  be  sure  it  is  at  the  expense  of  the 
community."  The  absurdity  of  this  statement  is  self- 
evident.  Most  of  the  superficial  would-be  innovators 
adopt  the  cloak  of  philanthropy,  and  ja^te  away 


about  tlie  community.  Would  they  not,lioweyer,  advo- 
cate thrift  and  agree  that  the  thrifty,  and  especially 
those  entrusted  with  the  funds  of  the  thrifty, 
should  take  care  to  invest  safely  ?  Would  they  not 
deprecate  aiming  at  a  high  rate  of  interest  as 
synonymous  with  bad  security,  and  yet,  on  the  other 
handy  safety  with  moderate  interest  is  in  ground 
rents  made  a  cause  of  attack.  They  would  injure  the 
very  security  in  which,  probably,  a  larger  amount  of 
the  savings  of  the  thrifty  is  invested,  and  in  which 
a  larger  number  of  bread-winners  provide  for  those 
dependent  on  them,  than  in  any  other  kind  of 
investment.  One  society  alone,  whose  business  is 
almost  exclusively  amongst  the  industrial  classes,  has 
more  than  a  million  sterling  invested  in  ground 
rents.  Every  principle  of  honour  and  equity, 
and  every  precept  of  political  economy  aie  vio- 
lated by  these  superficial  would-be  innovators  in 
turn,  who  refute  themselves  out  of  their  own 
mouths. 

It  is  alleged  that  the  so-called  enfranchisement  of 
leaseholds  would  encourage  thrift  amongst  the 
working  classes.    This  would  be  more  apparent  if^ 

they  availed  themselves  more  generally  of  ljuying 
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single  leasehold  houses  with  long  terms,  which  are 
practically  equal  to  freeholds,  and  are  obtainable  at 
a  i»roportionately  lower  price  with  simpler  title.* 
Obviously  many  working  men  object  to  tie  them- 
selves to  one  district,  as  they  would  to  some  extent 
by  buying  the  houses  ikey  occupy. 

One  great  cause  of  unthrif  t  among  working  men 
is  the  widespread  feeling  that  savings  are  often  lost, 
and,  on  the  whole,  are  not  worth  the  trouble ;  not 
that  working  men,  as  a  class,  are  worse  in  this  respect 

than  other  classes. 

Greater  security  for  savings  invested  and,  if  possible, 
a  larger  interest  than  Consols  or  Savings  Banks 
afford  would  be  important  inducements  to  thrift,  but, 

*  Trobably  something  might  be  done  towards  distributing 
houses  amongst  a  larger  number  of  people  by  a  short  customary 
form  of  m<«tgage,  pfovidiog  im  paym^t  in.  instalments  by 
way  of  increased  rents,  and  which  could  be  adopted  between 
landlord  and  tenant.  In  cases  where  repayment  by  instal- 
ments would  inconvenience  mortgagees,  especially  trustees, 
did  they  adopt  a  (Erjrstem  of  leading  on  long*  tenns  certain, 
transferring  the  mortgage  instead  of  calling  it  in,  should  re- 
payment be  unexi>ectedly  required,  it  would  be  a  great  ad- 
vantage to  borrowers  and  enable  lenders  to  find  good  securitiea 
with  less  difficidty. 
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above  all,  it  must  be  made  clear  that  those  who  have 

property,  which  is  generally  the  result  of  saving, 
shall  be  protected  in  its  possession.  With  the  cus- 
tom, now  extending,  of  granting  a  separate  lease  for 
each  house,  supplemented  by  cheap  transfer,  small 
savings  may  be  more  conveniently  invested  directly 
in  ground  rents.  For  instance,  £100  in  the  Post 
Office  Savings  Bank  produces  2|  per  cent.  ;  trans- 
ferred into  a  ground  rent  it  would  yield  4  or  4|  per 
cent. 

Bad  Building. 

Bad  building  like  every  other  evil  under  the  sun 
is  alleged  as  a  consequence  of  the  leasehold  system, 
and  this  upon  the  authority  of  the  "Majority 
Eeport  of  the  Royal  Commission,  yet  we  need 
only  look  to  the  same  authorities  to  refute  the 
allegation.  Mr.  Broadhurst  who  signed  that 
report  said  in  a  speech  which  was  circulated 
by  the  Leaseholds  Enfranchisement  Assodalion, 
in  reference  to  a  certain  unnamed  town  of 
10,000  inhabitants 

All  the  houses  are  substantially  built  of  stone 
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and  the  details  of  the  buildings  are  carried  out  under 
the  strictest  supervision  of  the  ground  landlord, 
beoause  they  will  be  his  property  in  sixty  years'  ti^e, 
and  he  will  see  to  it  that  you  put  up  good  property, 
which  shall  be  worth  leaving  to  his  heira  and 
successors.'* 

This  section  of  the  Royal  Commission,  fettered  by 
a  foregone  conclusion,  evidently  signed  their  report 
without  sufficiently  investigating  the  subject. 

Leasehold  building  generally  takes  place  upon  two 
classes  of  states :  the  one  intended  to  be  kept 
permanently  in  the  family,  the  other  to  be  sold  in 
the  form  of  ground  rents.  On  the  former  there  is  aa 
estate  surveyor,  and  Mr,  ^oadhurst  himself  describes 
the  satisfactory  result  as  regards  the  quality  of  the 
Imilding.  On  the  other  class  of  estates^  granting  tihat 
the  owner's  only  concern  is  to  get  a  good  price  for 
his  ground  rents,  it  will  assist  him  if  the  houses  are 
well  built;  so  that  even  he>  is  likewise,  a  diedc 
against  bad  building.. 

Bad  building,  it  may  be  assumed,  will  only  be 
practised  by  those  builders  who  do  not  study  to  get, 
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ftnd  keep,  a  good  name.  Their  object  is  to  sell, 
whether  the  houses  are  freehold  or  leasehold,  and  the 
opinion  prevails  amongst  those  best  qualified  to  judge, 
thai  they  build  as  badly  on  freehold  as  on  leasehold 
estates,  and,  there  being  no  freeholder  to  control 
them,  even  worse. 


*^  Fixity''  of  the  Growtd  EerU. 

The  fixity  "  of  the  ground  rent  is  even  used  as  a 
plea  for  spoliation,  as  instanced  by  the  letter  alluded 
to  on.pege  26,  and  by  the  speech  of  the  chairman  at 
the  last  general  meeting  of  the  Leaseholds  Enfran- 
chisement Association^  when  he  stated  that  his 
assessment  had  been  reduced,  and  he  thought  it  a 
monslarons  inequality  that  the  ground  rent  shonld 
remain  unaltered.  In  reply  to  this  the  iiUmdrnd  and 
Daily  News  inserted  a  letter  from  the  prawnt  writer 
asking  whether  it  is  a  monstrous  inequality  iiiat 
the  ground  rent  remains  fixed  when  a  property  in- 
creases in  value,  which  is  frequently  the  case  over 
lengthened  periods.  Indeed  a  leasehold  often  doubles 
in  rental  value  during  the  term,  the  ground  rent,  of 
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course,  remaining  the  same.^    The  more  a  property 

has  improved,  the  more  injured  is  the  lessee  repre- 
sented to  be  in  having  to  give  it  up  at  the  end  of  the 
term,  yet  in  such  a  case  it  is  clearly  unfortunate  for 
the  freeholder  that  he  ever  granted  a  lease.  It  is 
true  that  after  it  expires  he  benefits  by  an  increase 
in  value,  but  had  he  not  granted  the  lease  he 
would  benefit  previously  also.  He,  in  the  light  of 
later  events,  can  see  that  he  made  a  bad  bargain,  but 
he  would  hardly  expect  the  law  to  step  in  and  give 
him  a  share  of  the  leaseholder's  unexpected  profit. 
Yet  the  chances  are  a  hundred  to  one  that  this  profit 

*  The  currency  question  has  an  important  bearing  on  this 
subject,  li  the  purchasing  power  of  gold  decreases,  the 
owner  of  a  ground  r^t,  in  coxamon  with  the  owner  of 
Consols,  and  all  other  receivers  of  fixed  incomes,  suffers, 
and  vice  versa.  There  are  probabilities  both  for  and 
against  gold  continuiag,  over  long  periods,  as  it  has  done  in 
the  past,  to  decrease  in  value  (that  is  for  commodities  to 
become  dearer) ,  but  it  is  not  intended  here  to  discuss  those 
probabilities.  It  will,  however,  be  clear  that  if  during  a  99 
years'  lease  gold  should  depreciate,  as  3  to  2  for  instance, 
other  things  remaining  the  same,  a  lessee  taking  a  lease  at 
£10  groxuLd  rent 9  with  rental  value  £50,  would  by  the  end 
of  the  term  be  getting  £75  rent,  and  still  paying  only  £10 
groxuxd  rent^  which  would  be  equal  tQ^only  £6  13s.  4d.  at 
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is  due  to  nothing  done  hj  the  lessee  beyond  what 

he  agreed,  but  to  adv9.ntages  in  position  of  the  land — 
.        the  freeholder's  property — ^that  had  not  been 
foreseen. 

Such  interference  would  keep  every  one  in  leading 
strings.  There  would  be  no  incentive  to  individual 
effort,  or  the  development  of  private  judgment  and 
foresight. 

Large  Ground  Bents. 
High  ground  rents,  when  understood  as  meaning 

the  commeucement  of  the  term.  Ground  landlords  have  in 
the  past  heen  great  losers  in  this  way,  and  their  reversions 
have  appeared  the  larger,  owing  in  part,  to  the  fixed  ground 
rent  being  proportionately  less  than  it  was  at  the  outset, 
though  nominally  the  same.  Should  gold  become  dearer 
(«.«.,  each  sovereign  buy  mOre)  the  lessees  would  be  losers. 
This  uncertainty  of  the  curroicy  offers  one  argpunent  against 
the  policy  of  very  long  leases,  as  short  leases  admit  of  the 
terms  of  letting  being  re-adjusted  from  time  to  time. 
"Whichever  turn  events  may  take  there  is  nothing  imfair 
about  long  leases,  and  it  would  be  impossible  for  the  legis- 
lature to  interfere  with  justice  to  all  parties.  An  automatic 
sliding  scale  might  be  a  corrective,  but  the  question  is,  would 
it  be  practicable  ?  and  would  not  people  rather  take  remote 
risk  than  trouble  ab»ut  it  f 
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tens,  or  perhaps,  hundreds  of  pounds  on  a  single  build- 
ing, are  alleged  to  iiyure  trade  and  the  working  man. 

As  to  trade :  a  high  ground  rent  is  a  consequence, 
not  a  cause — viz  ,  the  consequence  of  local  activity  m 
trade  creating  competition  for  the  site.  Lessees  may 
be  presumed  to  know  their  business,  and  the  value  of 
the  land  to  them,  better  than  the  irresponsible  agitator; 
and  such  rent  as  tliey  give,  the  land  must  be  con- 
sidered worth.  .  These  sites  are  often  let  by  auction. 
The  owner  has  the  right  fo  get  the  highest  ground 
rent  he  can;  and  it  is  to  the  public  interest  that  he 
who  will  give  the  most  for  an  article  should  have  it, 
the  presumption  being  that  he  can  make  the  best 
use  of  it. 

Then  as  to  the  working  man :  it  is  dear  that  the 

more  building  land  rises  in  value,  the  greater  the 
inducement  to  build  good  houses,  and  in  old  districts 
to  pull  down  existing  buildings  and  erect  costlier 
ones  in  their  place.  This  gives  a  great  deal  of  em- 
ployment, as  probably  every  kind  of  occupation  is 
benefited  directly  or  indii-ectly  by  ^tivity  in  the 
building  trade.  It  will  be  a  bad  time  for  the  work- 
ing ma4,  and  eA'ery  one  else,  ^ould  there  be  a  gemral 
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decline  in  the  value  o£  buildiDg  sites  in  old  districts. 
-  A  local  decline  brought  about  by  competition  is  a 
different  thing,  as  a  loss  at  one  place  is  then  generally 
balanced  by  a  gain  at  anol^er. 

To  talk,  as  some  do,  of  a  «  City  site  "  as  mere 
vacant  land,  gives  an  imperfect  idea  of  the  matter. 
A  "City  site"  generally  represents  a  large  value 
removed  in  clearing  the  land  j  for  instance,  a  building 
may  be  producing  £400  a  year  net,  worth  ^8,000 
(20  years'  purchase).    If  when  cleared  away  the  site 
should  be  worth  a  ground  rent  of  say  £600  a  year, 
or  £12,600  (25  years'  purchase),  after  allowing  for 
temporary  loss  of  rent  and  contingencies,  a  good 
profit  would  be  made  by  the  freeholder ;  the  lessee 
would  make  a  profit ;  a  large  outiay  for  labour  would 
be  incurred;  whilst  the  produce  of  the  site  and  the 
contributions  to  the  rates  would  be  permanently 
increased.    Thus  all  parties  would  benefit,  and  that 
is  what  we  want  to  stimulate  enterprise. 

■ 

"  JSettermefd" 

A  writer  in  the  £cho  of  the  11th  January  attacks 
the  ground  landlords,  because,  as  he  alleges, 
freeholders  do  not  pay  their  share  of  improvements 
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when  they  make  great  profits  thereby.  He  confounds 
freehold  ground  landlords  with  freeholders  of  rack 
rent.  All  pay  higher  rates  on  getting  higher  incomes. 
This  is  allied  to  the  question  of  "betterment," 
referred  to  by  the  Boyal  Commission  as  the  principle 
of  levying  rates  in  a  higher  measure  upon  the 
property  which  derives  a  distinct  and  direct 
advantage  from  an  improvement,  and  which 
principle  is  said  to  work  well  in  America.  Though 
a  sound  principle,  it  must  be  difficult  to  apply  fairly. 
Street  improvements  sometimes  ruin  existing 
markets,  and  the  large  piles  of  business  premises, 
often  erected  along  new  streets,  frequently  cause 
great  reduction  in  the  rents  of  neighbouring 
property.  Hence  an  expected  "  betterment "  may 
eventuate  in  "decrement,"  not  that  this  condemns 
the  principle  of  assessing  extra  for  "  betterment," 
but  it  indicates  the  need  of  great  care  in  its  applica- 
tion. If  clearly  shown  improvement  is  charged  for, 
will  clearly  proved  injury  be  compensated  ? 

irrownd  RmU  €u  affectvng  the  Commtmty. 

It  is  asked  whether  the  creation  of  ground  rents 

should  nqt  be  prohibited  in  the  interests  of  the  com- 
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mnnity  at  large.    The  term  "  community  at  large 
is  inconveniently  vague.    Who  are  the  community 
at  large  ?    Are  they  not  composed  of  individuals  1 
and  if  so,  how  can  liberty  to  individuals  to  enter 
voluntarily  into  contracts  for  their  mutual  advantage 
for  a  laudable  purpose — for  instance,  the  supply  of 
house  accommodation—  be  detrimental  to  the  com- 
munity at  large.    Is  it  too  much  to  say  that  the  aim 
of  every  individual  in  every  business  transaction  is  to 
make  a  satisfactory  contract,  and  does  not  this  apply 
as  well  to  verbal  as  to  written  contracts,  as  well 
to   an    agreement  between  master  and  servant, 
vendor   and   purchaser,    as  landlord   and  tenant] 
Dilterent     individuals    have    different  require- 
ments, these  different    individuals  compose  ^e 
community,  and  hence  the  interests  of   the  com- 
munity are  consulted  by  promoting  liberty  between 
individuals.  Restrictions  upon  that  liberty  must,  as  a 
rule,  by  prejudicing  individuals  and  cramping  their 
energies,  injuriously  affect  the  community  of  which 
they  are  members. 


The  ground-rent  system  enables  capitalists,  trustees, 
providtot  floeieties,  hosptals,  &c.,  to  invest  in  house 
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property  without  having  the  trouble  of  managing  it, 
or  being  liable  to  fluctuations  in  income.  On  the 
other  hand  it  enables  a  man  with  the  time  and 
experience  necessary  for  the  muiagement  of  property 
by  purchasing  leasehold,  to  get  a  higher  rate  of 
interest  to  compensate  him  for  his  trouble  and 
risk. 

As  before  stated,  the  seller  oi  a  freehold  property 
can  often  make  more  of  it  by  thus  creating  two 
interests.  Is  ho  (another  member  of  the  com- 
munity) to  be  prevented  from  doing  thisi  There 
is  a  genuine,  eoonomic  demand  for  these  two  divi- 
sions of  property,  which  has  been  exemplified  by 
some  of  the  large  railway  companies  obtaining  power 
to  divide  their  ordinary  stock,  at  the  option  <^  the  . 
individual  holders,  into  two  classes — viz.,  "  preferred  " 
and  "  deferred  '*  stocks,  known  as  "  A  "  aiid  "  B  " 
stocks — and  which  option  has  been  extensively  exer- 
cised. Two  classes  of  buyers  are  thus  suited,  and 
oases  axe  of  daily  occurrence  where  persons,  having 
the  option  to  purchase  the  same  property  either 
freehold  or  leasehold,  prefer  the  latter.  This  fact 
is  sufficient  answer  to  figures  I  have  seen,  furbished 
up  by  an  -F.S.S.,  taking  abnormal  rates  of  ground 
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rent  and  interest  to  fit  his  argument,*  which  is 

intended  to  show  that  a  property  is  worth  most  as 
a  whole  freehold.  This  may  be  true  in  some  cases, 
but  it  is  not  true  generally. 

The  lands  taken  by  the  City  and  the  Metropolitan 
Board  of  Works,  in  connection  with  street  improve- 
ments, are  generally  re-let  upon  building  leases  j  and 
often,  if  not  always,  the  lessees  have  for  a  time  the 
option  of  purchase,  but  they  seld^  avail  themselves 
of  it,  at  least  to  keep  the  property  freehold,  though 
they  sometimes  exercise  their  option  for  the  purpose 
of  themselves  creating  and  selling  a  ground  rent  to 
another  buyer  on  the  principle  explained  in  the  pre- 
ceding paragraph.  Here  we  have  instances  of  unre- 
stxicted  freedom.    The  lessees  have  theii-  choice,  and 

*  This  writer  takes  for  his  illustration  a  ground  rent  that 
is  only  oae-seventh  of  the  raok-rental,  which  is  much  below 
the  average  proportion,  and  ia  not  a  fair  case  to  take  for 
comparison.  Economically  considered  it  is  better,  for  both 
freeholder  and  leaseholder,  that  the  ground  rent  should  bear 
a  larger  porportion  to  the  total  rent.  He  also,  to  the  disad- 
vantage  of  the  grbimd-rait  system,  calculates  6  per  cent,  as 
the  mortgage  rate  of  interest  on  the  leasehold,  whereas  5  per 
cent,  is  the  ordinary  rate,  whilst  upon  first-class  leasehold 
securities  money  ought  to  be  obtained  at  4i  percent 
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the  result  is  that  most  of  the  important  properties 
erected  along  our  new  streets  come  under  the  lease- 
hold system.  Let  the  would-be  "  enf  ranchisers  "  test 
these  statements.  They  can  find  plenty  of  examples 
without  going  far  from  the  dpors  of  the  House  of 
Commons.  The  prohibition  of  the  leasehold  system 
would  delay  building  on  many  of  these  sites,  to  the 
disadvantage  of  would-be  tenants  in  both  health  and 
pocket,  and  the  restriction  of  the  demand  for  labour. 

Option  to  purchase  the  freehold  is  also  largely 
given  on  smaller  classes  of  property,  but  is  very  little 
exercised,  at  least  in  London.  Purchasers  of  a  Iiouse 
will  often  express  a  wish  in  general  terms  to  have 
the  ground  rent,  but  they  are  seldom  willing  to  pay 
a  market  price  for  it,  which  indicates  that  it  is 
worth  more  to  othei*s  than  to  them.  An  estate  of 
ground  rents  was  recently  offered  at  auction  in  single 
rents  to  facilitate  the  lessees  purchasing,  but  only 
three  out  of  a  total  of  86  availed  themselves  of  the 
opportunity. 

A  surveyor  recently  bought  land  at  Highbury  and 
let  shop  plots  at  a  ground  rent,  intending  to  sell  the 
ground  rents.   When  the  shops  were  built,  he  bought 
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back  the  leases  of  two  of  them  from  the  builder. 
His,  solicitor  asked  ' '  You  will  keep  the  ground  rents 
on  these  shops  and  make  them  freehold  ?  "  He  replied, 
« No,  why  should  I  i  If  people  are  willing  to  buy 
.  my  ground  rents  at  25  years'  purchase — that  is,  prac- 
ticably to  lend  me  money  at  4  per  cent. — ^why  should 
I  not  take  it  ? "  These  are  mere  examples  of  cases 
that  can  be  cited  ad  lib.  by  most  London  surveyors 
or  land  agents. 

JSir  Sydney  H.  Waterloo,  the  Chairman  of  the 
"Improved  Industrial  Dwellings  Company,"  than 
whom  few  have  greater  experience,  told  the  Eoyal 
Commission  that  his  Company  have  half  freehold 
and  half  leasehold,  and  he  prefers  the  latter. 

This  opinion  is  very  largely  concurred  in  by  house 
owners  in  general,  not  merely  from  an  investor's 
point  of  view,  but  also  as  occupiers. 

On  leasehold  estates  the  roads  are  often  better  laid 
out,  and  the  class  of  house  better  adapted  to  the 
locality,  whilst  the  residents  are  generally  more  or 
less  protected  by  the  freeholder  against  the  erection 
of  inferior  property  or  unsightly  outhouses^  or  the 


carrying  on  of  offensive  trades.  As  regurds  the 
jwoximity  of  inferior  property,  anything  tending  to 
s^rate  the  Masses  and  drive  the  w«U-to*do  out  of  a 
neighbourhood  is  to  be  regretted.  This  evil  would 
often,  however,  be  aggravated  if  all  restrictions  weie 
removed  from  leasehold  estates,  which,  in  many  cases, 
are  like  oases  in  the  desert,  and  cause  money  to 
flow  into  adjacent  poorer  neighbourhoods.  Public 
regulations,  it  is  alleged,  would  meet  the  requirements 
of  the  case,  but  few  believe  it. 

It  is  well  known  that  some  individuals  have 
money  they  cannot  pro£tablj  employ,  and  others 
have  profitable  employment  for  money  they  do  not 
possess.    The  business  of  the  oommimity  is  largely 
conducted  by  the  co-operation  of  these  individuals. 
It  is  the  raison  d'eirfi  of  mortgages,  and  it  applies 
equally  to  ground  rents,  which  in  many  respects 
partake  of  the  nature  of  mortgages,  and  which  have 
the  advantage  that  neither  party  can  be  disturbed 
at  the  will  of  the  other,  whereas  with  a  mortgage  a 
lender  may  have  his  money  paid  off  when  he  does 
not  want  it ;  but  the  more  serious  disadvantage  is, 
that  the  borrower  may  be  called  upon  to  pay  off 
when  he, cannot  do  sp^  moarnng  the  ezpenae  of 
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re-mortgagiugy  and  sometimes,  when  unable  to  do 
this,  laBing  his  property  in  oonseqneiied.  Over  many 
barrovers  the  pos^biUty  of  this  haogs  asa  bJ^ok 

cloud  which  they  would  willingly  remove  by  creating 

In  tibe  interest  of  lessees^  as  a  class,  the  tampering 
with  the  leasehold  system  should  be  protested 
against.  It  would  have  the  usual  result  of  dishonesty. 
Present  lessees  might  profit^  at  the  expense  of  their 
own  honour,  but  to  the  disadvantage  of  future 
would-be  lessees,  whose  market  would  be  more  or 
less  contoM^ted. .  Lessees  may  be  likened  te  mort- 
gageors,  in  whose  interest,  as  in  the  case  of  other 
bonowersy  nothing  ediould  be  done  to  discredit  the 
securities  they  have  to  offer,* 


*  The  following  illustrates  how  a  freehold  jproperty  may 
he  divided.  Suppose  a  freehold  producing  £120  per  annum 
net  can  be  bought  to^pi^JS  per  cent.,  i.^.^  for  £2,000.  B  has 
£1,000  he  viaheA  to  employ  at  a  good  rate  of  intwest,  and 
coidd  look  after  the  i)roperty.  He  knows  A,  who  wants  to 
secure,  without  trouble,  a  fixed,  though  it  may  he,  only  a 
moderate  rate  of  interest.  B  gets  A  to  buy  tiie  freehold 
for  d62,OO0^«nd  ^rei  him^li/ffQ^ ^  ^:lm^  <^  99.  ^reari  #t 
£40  grouud-r^t.  A  tb.ua  gets  i  per  cent,  on  bis  £1,000, 
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Because  we  iiftve  »  few  instauces  of  i»rge  aceann* 
lations  of  ground  rents  in  <4ie  hands  of  individuals 
are  tba  iii^f«Bti9  of  <Jaa  ^Miwinwinity  at  Jarge  to  be 
unjustly  attacked,  the  public  conscience  being 
soothed  by  the  daluuoii  that  only  the  wealthy  are 
being  iiyured  1  Even  were  this  the  case,  which  it 
most  decidedly  is  not,  every  species  of  propertj^ 
might  be  attacked  for  the  same  reason. 

The  gysj^eios  of  honse  tenive  on  the  Continent 

Lave  been  referred  ,  to,  but  they  4q  npt  h^iip  the. 


and  8  p«r  oenl  on  his  £l»O00i,  each  being  stated  with  a 
part  of  the  property,  though  as  a  whole  it  would  have  suited 
neither.  The  vendor  also  effects  a  sale  which  suits  him,  but 
in  practice  he  would  probably  in  this  manner  make  more  than 
jgl,000  id  the  kMeheld.  B's  torrn,  it  k  true,  ^^i«g  at  the 
end  of  99  years,  to  provide  against  which  would  reduce  his 
interest  of  £8  per  cent,  by  nearly  lOd.  per  cent.  (See  note, 
page  12.)  Suppose  he  had  bought  the  freehold  himself,  and 
borrowed  £1,000  on  mortgage  at  4  per  cent.,  he  would  equally 
have  obtained  8  per  cent,  on  his  own  money,  but  he  would 
have  had  the  additional  expense  of  the  conveyance,  which 
alone  would  cost  several  times  as  much  as  the  sinking  fund 
capitalised.  He  would^  too,  be  liable  .to  hare  the  . mwt^ge 
called  in  at  any  time  (creating  further  expense),  and  if  this 
should  be  done  when  money  was  dear,  or  property  depressed, 
he  would  have  to  pay  higher  interest  on  re-mortgaging. 
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'^Leaseliolds  Eufrauchisemeixt  Association*"  In  no 
country  can  we  find  that  contracts  for  Mting  for  a 
specified  period  can,  at  tke  will  of  one  o£  the  parties^ 
be  converted  into  a  sale  at  a  price  to  be  fixed  by 
8<xxieoiie  else,  as  the  ^  Lb£LA«"  reeommend. 

And  nowhere,  I  believe,  Bxe  parties,  who  may 
think  it  to  their  mutual  interest  to  grant  and  take 
a  lease,  prohibited  from  doing  so.  That  the  lease- 
hold system  in  scmie  ooim^w  may  foe  little,  if  at  all, 
in  vogue,  is  doubtless,  in  part,  due  to  ignorance  of 
its  advantages,  and  especially  to  the  limited  amoimt 
of  highly  Ti^uable  building  land.  Indeed,  in  our 
more  distant  suburbs,  where  land  is  less  valuable, 
we  find  a  smallei*  proportion  of  leasehold.  Land  in 
the  City  often  costs  far  more  itself,  than  it  costs  to 
build  on  it,  whilst  in  the  suburbs  it  is  the  reverse. 

Another  example  may  be  given  of  the  inconsistency 
of  the  arguments  advanced  against  the  leasehold 
system.  One  M.P.  complains  that  the  leasehold 
system  restricts  house  accommodation,  because  lease- 
holders cannot  afford  to  put  lofty  buildings  on  land 
that  does  not  belong  to  them ;  whilst  another  M^P^ 
alludes  to  blocks  of  dwellings  in  Bethnal  Green 


69 

*'reacliiiig  almost  as  high  as  JBabel,  in  the  futile 
attempt  to  escape  the  rapacity  of  the  ground  land- 
lord." 

The  simple  truth  is  that  the  height  will  be 
mainly  regulated  by  the  d^and  for  dwellings  in  the 
locality — that  is,  whether  the  upper  stories  will 
c<»nmand  suf&cient  rent  to  pay  interest  on  the  extra 
oost.  As  regards  the  Babel  comparison,  it  is  wader* 
stood  that,  of  the  two  largest  estates  in  Bethnal 
Green  that  have  been  utilised  for  blocks  of  lofty 
Model  Dwellings,  one  was  built  by  the  "Improved 
Industrial  Dwellings  Company, "  who,  as  before  stated, 
prefer  leasehold  to  freehold,  whilst  the  other  and 
loftier  was  built  by  the  freeholder  himself.  He  has 
since  created  ground  rents  on  the  property,  and  sold 
them  with  the  reversion ;  imdertakiug,  doubtless,  to 
pay  all  rates :  thus  himself  becoming  voluntarily  a 
lessee,  and  affording  another  illustration  of .  the 
practice  referred  to  on  page  10.  It  will  be  in- 
teresting to  know  whether  this  voluntary  lessee  (a 
Parnellite  M.P.)  will  vote  in  favour  of  "Taxing 
ground  rents  "  and  "  Leasehold  Enfranchisement." 
Were  these  sdiemfig  enacted,  it  would  in  his,  as  in 
hundreds  of  thousands  of  other  cases^  be  a  refutation 
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of  the  well-worn  proverb  that  ' '  One  cannqt  eat  the 
cake  and  have  it  too." 

In  cases  where  the  freehold  of  a  town  belongs 
entirely  to  one  man  it  is,  perhaps,  a  disadvantage,  and, 
if  so,  it  may  be  hoped  that  with  greater  facilities  for 
land  transfer,*  especially  for  severing  small  pieces 
from  large  estates,  a  different  order  of  things  will 
grow  Tip  naturally.  In  London  we  have  had  recent 
instances  of  large  estates  being  split  up,  and  this  will 
become  more  general  from  the  practice  that  is  ex- 
tending, as  already  mentioned,  of  gi  aiiting  a 
separate  lease  for  each  house. 

At  any  rate  more  harm  than  good  will  come  of 
attempting  to  .  force  it  by  measures  so  manifestly 
unjust  as  "  Freehold  Disfranchisement "  or  the  special 
taxation  of  ground  rents.  Some  who  see  the  dis- 
advantages in  a  uniform  system,  existing  in  certain 
provincial  towns,  run  into  the   opposite  error  of 

*  As  regards  the  transfer  of  land,  it  is  claimed  that,  in 
ronseqnonc-  of  the  facilities  given  by  recent  legislation,  there 
is  practically  no  land  wtuch  may  not  become  t}ie  subject  of 
sa!e,  and  that  it  maj  be  acquired,  as  far  as  the  legal  expenses 
are  oohdemed,  at  a  moderate  cost  to  the  purchaser.  Many, 
febwewr,  hope  for  further  improvements  in  these  respects. 


wishing  to  enforce  another  uniform  system  upon  the 
whole  ootintey,  which  would  be  eiEqpecially  inJnnoiiB 
to  lib^rl^  io.  LondojOL,  wbuere  the  circuxoBtazxces  axe 
various,   and  where  we   now  hare   all  syatema 

working  j^de  by  nde,  Skud  indiyiduaJl^  have  the 
opportunity  of  satisfying  their  rwqpective  require- 
ments. The  ground-rent  system  is  especially  appli 
cable  to  London  and  other  large  towns,  where  land 
is  so  very  valuable  that  few  builders  are  able  to 
purchase  it.  It  may  be  saidi^let  the  owners  build 
themselves  ;  but  few  care  to  do  this,  as  they  cannot 
lay  out  money  so  advantageously  as  the  builders, 
and  the  interests  of  the  community  are  consulted  by 
promoting  the  cheapest  mode  of  production.  The 
system  has  grown  up  with  time,  and,  as  has  been 
shown,  is  very  extensively  adopted  by  lessojs  and 
lesseed  -wbim  each  party  has  iJie  option  ot  aiMi&er 
course.  The  presumption  is,  therefore,  that  it  has 
an  inherent  suitability  to  the  surrounding  ciicum- 
stances^  and  tbi»  preBump^ffa  is  eonfirmed  upooi  * 
iJti^stigation. 

A  well-known  ei-M.P. ,  Professor  of  Theory 

Political  £aoiiomy,  EooRQinic  3^  . 

&c.,  is  the  Chairman  of  a  Land  Com-  .  Esqp«iei>ce. 


72 


pany  whose  prospectns  annoanoed  the  following  as 
some  of  their  objects : — 

**  The  purchase  and  eufrauchisemeut  of  Leasehold 
Estates  and  their  resale  as  Freeholds,  and  the  ena- 
bling of  members  of  all  classes  of  the  commiinity  to 
reside  in  their  own  freehold  houses." 

Til  construction,  and  bad  drainage  were  ascribed 
to  the  system  of  building  leases,  and  a  main  brandi 
of  their  enterprise  was  to  be  the  promotion  of  free- 
hold tenures. 

It. is  a  remarkable  commentary  on  these  intentions 
and  opinions,  that  this  Land  Company,  having  pur- 
chased a  large  estate  in  London,  are  now  letting  it 
on  building  leases. 

*^ZMsehold  Hf^frmwkUemmt"*  or    FreelM  Appro- 
priation." 

It  is  represented  that  "  Leasehold  Enfranchise- 

*  The  remarks  under  this  head  are  few,  but  several  uxd- 

dental  references  appear  in  other  sections.  For  a  comprelien- 
sive  yet  interesting  treatment  of  the  question,  Mr.  Eiloart's 
pamphlet,  "Leasehold  Aggxaadisemeat,"  published  by  the 
Liboriy  and  Property  Defence  Leogae,  should  be  read. 
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meat"  is  analogous  to  Copyhold  Enfranchisement. 
The  two  things  are,  however,  totally  distinct.  The 
leasehold  system,  as  we  have  shown,  is  being,  daily 
adopted  by  men  of  business,  whilst  copy  bold  tenure 
is  becoming  obsolete.  No  one  would  think  of 
croatiog  new  copyholds  on  economic  grounds,  tlie 
fact  being  that  the  subordinate  interest  would  be 
prejudiced  to  a  greater  extent  than  the  value  of  the 

superior  interest. 

The  so-called  Leasehold  Enfranchisement  Bill, 

drawn  by  Mr.  Broadhurst  and  his  friends,  proposed 
to  give  any  lessee,  having  more  than  twenty  years 
unexpired,  the  power  to  purchase  at  a  price  to  be 
lixed  by  a  county  court  judge  or  jury. 

The  nullifying  of  agreements  between  lessor  and 
lessee,  whether  for  the  purpose  of  enabling  the  latter 
to  evade  payment  of  rates,  or  to  acquire  the  freehold 
at  a  price  to  be  fixed  by  someone  else,  appears  *o  be 
nothing  short  of  le^dising  private  robbe^.  It  is 
very  different  from  taking  land  for  public  purposes ; 
and  the  principle  (if  there  is  any  pnnci^  in  it)  may 
be  made  to  apply  to  all  kinds  of  property.  As 
regards  compulsory  sale,  it  is  well  known  that  payment 
at  the  mmrket  value  would  often  be  insyJicient 
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compensation,  as  estates  might  be  greatly  prejudiced 
by  taking  plots  out  here  and  there,  and  to  many 
ground-rent  owners,  disturbance,  and  the  consequent 
necessity  of  re-investing,  would  be  a  serioiilr  kt^ 
convenience,  if  not  loss.  Some  have  proposed  a 
uniform  rate  of  payment,  for  instance,  25  years* 
purchase.  This  proposition  manifests  ex^mne  igno- 
rance, as  some  ground  rents,  even  when  the  lease  is. 
still  long,  say  over  90  years,  readily  sell  in  the 
market  for  considerably  more,  and  others  will  not 
realise  nearly  so  much,  whilst  as  the  lease  runs  out 
and  the  -reversion  approaches,  the  freeholder's  aoeu- 
mnlated  capital  (which  .the  ground  rent  carries) 
gradually  enhances  its  value.  The  injustice  and 
absurdity  of  a  uniform  price  are  evea  more  striking 
when  considered  in  reference  to  practically  nominal 
ground  rents  as  referred  to  on  page  10.;  Other 
"freehold  appvopriators  "  would  allow  nothing  in  the 
price  for  mrer^mdcai  more  Itoi  3d  years-diirtank  Ifk 
the  north,  of  London  a  ground  rent  of  £1,  with  a 
iMiger  term  than  this  to  run,  was  recently  sold  for 
over  £2,000.  The  vendors  were  a  Charity.  Ought 
they  to  have  been  compelled  to  sell  for,  aAf  £26,  Or 
ought  the  purefaaser  from  them  to  he  ecHi^dled  t» 
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do  so  1  Recently  a  large  ground  wnt  in  Thread- 
needle  Stnaet,  with  73  years  to  run,  sold  for  33  years' 
purchase.   Innumerable  similar  cases  could  be  givra. 

Twentif-one  year  and  other  Leases  would  he  «boUshed> 

{A,  warniri^  to  Leasees.^ 

The  arguments  against  leases  at  a  ground  rent 
may  be  equally  used  against  21-year  or  other  leases 
at  rack  rents.    Are  these  to  be  forbidden  ]  is  th^ 
lessee  to  be  relieved  of  rates  he  has  agreed  to  pay, 
and  to  have  the  r^t  to  purefaase  though  he  only 
agreed  to  rent  1   Once  spoliation  begi^s  why  should 
the  line  be  drawn  at  21  years,  and  if  so  Arawna*. 
first  will  it  not  be  alteved  af  terwarda )   Indeed,  one 
m^her  of  the  "L.E.A.,"  a  barrister,  and  late  can- 
didate for  Parliament,  already  reoomiaeiida  fixing 
th»  limit  at  tea  years.    Suppose  a  man  has  shops, 
in  several  places  and  lets  theffll  '  all  on  21*year 
leases.     Some  <      these  places,  will  improve  for 
trade  and  others  decline.     "Where  they  improve 
his  shops  will  be  takeh  away,  although  his  tenaata 
wiU  have  enjoyed  the  improvement  during  their 
term,  but  where  the  shops  decline  he  -#111  be  aBofred 
to  keep  th«n.   Thi»  wiU  be  the  se^el  to  pla^ng 
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one's  eggs  in  different  baskets,  a  practice  which  hem 
hitherto  been  generally  ecmimeiiided.  This  is  bo 
■fanciful  picture,  and  it  cannot  be  too  widely  known, 
especially  by  lessees  whose  assumed  cupidity  the 
enfranchisers "  hope  to  practise  upon,  that  one 
pamphlet  issned  by  the  Leaseholds  Enfranchisement 
Aasociation,  and  written  by  a  solicitor,  to  boot, 
says  the  Bills  hitherto  brought  into  Parliament 
are  inadequate,  and  suggests  that  any  bona  fide 
occupier  of  a  house  for,  say,  five  years,  shall  have 
thie  right  to  purchase  all  superior  interests.  All  the 
measures  in  question  would  mulct  the  grantcnrs  of 
long  leases,  and  yet  the  same  set  of  crotcheteers 
advocate  the  granting  of  long  terms  as  in  the 
interests  of  tenants.  As  to  long  leases  it  should 
be  remembered  that  there  is  a  reverse  side  to  the 
picture.  When  house  property  or  agriimltare  de- 
clines are  not  those  tenants  fortunate  who  have 
no  leases  at  all  1  The  crotcheteers,  however,  wonld 
doubtless  be  equal  to  the  occasion.  Their  sense  of 
justice  to  the  t^ant  is  so  all-absorbing  that  they 
hftve  none  left  i<x .  anyone  else.  They  would  ob- 
VKHisly  want  to  legalise  the  tenant  repudiating  his 
lease,  should  the  times  torn  against  him.  They 
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appear  to  be  incapable  of  seeing  even  the  proverb^I 
one  side  of  a  question.  They  do  not  realise  that  a 
**  lease  is  a  speculation  by  which  sometimes  one  party 
gains  and  sometimes  the  other ;  but  contains  no 
element  which  jucMes  the  loong  party  in  olaiming 
legislative  assistance  never  proposed  on  behalf  of  any 
other  speou]at(»  whatever."  The  legislative  proposals 
referred  to  would  stop  leasing '  altogether,  and  the 
**ive-year'*  notion  would  render  it  necessary  to 
i^ange  tenants  once  at  least  every  four  yeftrs  im  order 
to  prevent  property  being  ali^iated,  whilst  to  let  at  a 
low  rent  would  famish  a  protest  for  fixing  a  low  price. 

Faith  in  Contracts  the  Basis  of  Trade. 
In  conclusion,  I  may  say  that  I  sympathise 
with  ,some  of  the  professed  objects  of  those  I 
have  critiinsed,  for  instance,  the  encouragement 
of  thrift  and  the  comfortable  housing  of  the  poor ; 
but,  no  matter  under  what  high-sounding  names 
recommended,  both  plunder  and  pauperisation  must 
be  protested  against,  as  well  in  the  interests  of  the 
working  classes  as  of  all  others.  As  one  corre- 
spondent remarks,  faith  in  the  State  upholding  the 
law  of  contract  is  the  very  basis  upon  which  all  the 
interests  of  the  communiiy  are  founded ;  but  many 
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fs^l  to  realise  the  trutji  of  the  statement  without  iJhifi- 
tration.     As  an  example,  a  tfadesisaii  will ;  not 
employ  labour  to  mi^e  stock  for  his  shop,  imless 
confident  that  the  lawfwiH  protect  his  property  while 
exposed  for  sale.    A  idAnwiU  1m  cteterreii  from  buying 
1^  or  buihiing  unless  aJlowed  to  let  or  sell  in  the 
Lest  way  he  can.    People  will  not  subseribe  tiie  eapital 
fo»  Bidlway,  Oanal,  Poidt,  Idgbting  or  other  Com- 
panies, except  in  the  faith  that  they  will  be  allowed 
to  enjoy  the  profits  fd  their  in¥estiafin*.  When 
people  fail  to  realise  that  their  well-being  generally 
rests  with  themselves,  and  not  in  legislation,  i^y 
become  unsettled  for  business,  and  they  unsettle 
others.   Some  are  occupied  with  ideas  of  appropriating 
what  they  have  not  earned,  and  others  have  their  at- 
tention absorbed  in  defending  what  they  already  have, 
rather  than  in  trying  to  increase  it,  whereby  work 
would  be  given  and  trade  promoted.  Are  not  hundreds 
of  works  now  being  deferred  from  these  causes,  more 
eqjecially  where,  as  is  often  the  case,  one's  own  capital 
has  to  be  supplemented  by  borrowing  1  To  these  causes 
are  probably  due  much  of  the  prevailing  depression 
of  trade,  which,  in  order  to  be  brisk,  requires  to  be 
animated  by  hope  and  confidence.  - 
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The  Leagae  opposes  all  attempts  to  introduce  the  State  as 
competitor  or  regulator  into  Hie  various  departments  of  social 
actiyity  and  industry,  which  would  othwwise  be  spontaneooaly 
and  adequately  conducted  by  private  enterprise. 

Questions  of  the  structure  or  constitution  of  the  State  and 
those  of  foreign  policy  do  not  come  within  the  scope  of  the 
League.  It  is  exclusively  oonoemed  with  the  internal  fujoo- 
tions  or  duties  of  the  State, 

During  the  last  15  years  all  interests  in  the  country  have 
successively  suffered  at  the  hands  of  the  State  an  increasing 
loss  of  their  self-government.  These  apparently  discon- 
nected invasions  of  individual  freedom  of  action  by  the 
central  authority  are  in  reality  so  many  instances  of  a  general 
movement  towards  State-Socialism,  the  deadening  effect  of 
which  on  all  branches  of  industry  and  originality  the  work- 
ing-classes  will  be  the  first  to  feel. 

Each  interest  oonduotiag  its  sell-defeace  without  any  re- 
ference to  the  others  has  on  every  occasion  hitherto  failed  to 
oppose  successfully  the  full  force  of  this  movement,  concen- 
trated in  tpzn  against  itself  by  the  permanent  officials  and 
the  government  in  power  for  the  time  being. 

The  League  resists  every  particular  case  of  this  common 
evil  by  securing  the  co-operation  of  all  persons  individually 
opposed  to  the  principle  of  State-Socialism  in  all  or  ani/  one 
of  its  instances,  and  by  focussing  into  a  system  of  mutual 
defence  the  forces  of  the  Defence  Associations  or  Societies 
of  the  various  interests  of  the  country. 

As  regards  such  defence  societies,  companies^  and  corporate 
bodies,  this  co-operation  is  eflfeoted  without  any  interference 
with  the  independent  action  of  each  body  in  matters  specially 
affecting  its  own  interest. 


Each  society  passes  a  resolution  foruially  placing  itself  in 
federation  with  the  League.  The  League  in  return  supplies 
every  such  society  with  information  concerning  each  fresh 
symptom  of  State  interference  ;  it  places  the  various  societies 
and  interests  in  communication  with  one  another  with  a  view 
to  their  mutual  assistance  inside  and  outside  Parliament ; 
and,  at  the  same  time,  it  combines  for  the  common  end  the 
forces  of  the  several  societies  and  interests  with  those  of  the 
League  itself  and  its  members  in  both  Houses  of  Parliamant. 

The  chairman  (or  his  nominee)  of  every  society,  company 
or  corporate  body  thus  in  federation  with  the  League  is  an  ex* 
officio  member  of  the  Council  of  the  league,  and  receiTes 
notice  to  attend  all  its  meetings.  The  corporate  action  of  the 
League  in  every  case  of  overlegislation  where  any  interest  is 
aflFected  is  regulated  by  the  decision  of  the  ordinary  members 
of  Council,  acting  in  conjunction  with  its  ex-^fficio  membos. 


Ftrmmi  and  ChrparaU  bodie$  withing  to  join  the  League  are 
requested  to  send  their  eubseriptions  {voluntary  from  one  ehilliug 
upwards)  u?ith  addreu  to  Meeers.  HerrieSy  Farquhar  A  Co., 
Bankers,  16,  St.  Ja^ne^^  Street,  8.  W.  7%e  Annual  Iteport  ttnll 
he  sent  to  all  members;  and  su&seribers  often  shiUings  and  up^ 
wards  will  receive  all  publieatums  iuued  during  the  year  by  the 
League^  Partieulan  and  HAlieations  of  the  League  eanrhe  had 
firom  the  Secretary  at  tk$  Central  Qfiees. 
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